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From: Richardson, Susan .

jent: Thursday, December 23, 2010 1:08 PM

To: Harris, Scott Blake

Subject: RE: Approval Process for Restructuring Agreements

Thank you Scott Owen and I have both spoken to -and believe we have a path forward.
Merry Merry and Happy Happy!

----- Original Message-----

From: Harris, Scott Blake

Sent: Thursday, December 23, 2010 1:02 PM

To: Richardson, Susan

Subject: RE: Approval Process for Restructuring Agreements

I've asked- to speak with you. We can bring this to a conclusion after the holidays.
Speaking of which, have a Merry Christmas and a Happy New Year.
Scott

Scott Blake Harris

General Counsel

United States Department of Energy
1800 Independence Avenue, SW

lashinionl DC 20585

----- Original Message-----

From: Richardson, Susan

Sent: Thursday, December 23, 2010 9:23 AM
To: Harris, Scott Blake

Cc: Nwachuku, Frances; Barwell, Owen; Silver, Jonathan; — Richardson, Susan
Subject: FW: Approval Process for Restructuring Agreements

Scott,

As discussed briefly, we need to confirm a process for authorizing the LPO to enter into the
proposed restructuring agreements for Solyndra. (We are also working on a permanent process
for approving significant amendments and restructurings; but that will not be done in time
for the Solyndra closing.) "The closing is scheduled for January 7th, and the timing is
critical to permit continued funding and avoid more serious problems. My recommendation -
which is consistent with existing authorities, and with practice both in other government
agencies and in private sector financial institutions - is that the Director of Monitoring
and the Executive Director, LPO seek approval from S-1, through an Action Memo that you
approve, but that there be no formal credit committee or CRB process. S will discuss this
with Dan Poneman, and CRB will presumably get some form of notice.

The relevant authorities are summarized below:

1) Statute and Regs:. Neither Title XVII nor the Final Rule addresses the approval process.
Title XVII sets forth a number of Secretarial determinations that must be made before the
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From: L]
( ont: Wednesday, Decamber 08, 2010 11:37
: Nwachuku, Frances;

Y
Subject: Solyndra valuation
Attachments: Preliminary Assessment of Solyndra- Liquidation Value.docx

Frances: Asrequested I have put together a very simplistic analysis of company valuation undet both an
orderly liquidation and going-concem basis. Please consider these calculations rudimentary at best -- I have not
taken time to review any analyst reports, PV sector data or company specific documents to support these
numbers. (I am also not an equity analyst, so my credibility must be considered suspect.)

That said, here is my first cut. have suggested that-xzview the latest company construction report to
help validate some of my assumptions, -

BN



Preliminary Assessment of Solyndra Liquidation Value

Following is a very simplistic analysis of Solyndra liquidation value under both an orderly liquidation and
going-concern basis. It Is recommended that additional, more rigorous analysis be completed as time
permits.

Orderly Liquidation Analysis

Key Assumptions:
o Ligquidation takes place prior to completion of Fab 2
o Building is leased and therefore has no value in liquidation
e Equipment installed in Fab 2 is largely unused, but highly customized for Solyndra processes
o Most equipment has little value in other applicatlons
o Estimate of installed equipment cost [fofbeveriech]
5 e A 3 i 1 s )
e Total equipment cost per budget: $300mm
@ Estimate of installation costs: 30%
" Percent of equipment recelved/installed: 65%
o Hard equipment cost: $300*70%*70% =$147mm
o Uquldatlon value: 10% -20%
o Appraisal done for Abound indicated liquldation value of equlpment ranging from 20%
for custom equipment to 80% for off-the-shelf tools that can be used for other purposes
o Fitch analysis for Abound concludes salvage value for tools at 10%
o Given customized nature of almost all of Solyndra tools, recommend using 10%-20%

luded Value: $15

Golng Concern Analysis

Key Assumptions:
e Fab 2 Is completed in Q2, 2011 and valuation is made of that date
e Going concern sale includes all collateral needed to run the business, including equipment, IP,
contracts, workforce, etc.
e Sales pipeline’and operating experience support the proposition that Solyndra business plan is
viable

Comparable Construction Cost Analysis: Analysis based on the construction-cost of other thin-film PV
manufacturing facilities. Obviously, value ascribed to manufacturing plant will vary based on expected
operating margins for the enterprise as a whole, but a review of what others are willing to invest in PV
manufacturing capacity is Instructive.

e Abound
o Hard costs estimated: $700mm
o Approximate capacity at completion: 800MW (Increases over time)
o Capacity cost/watt: $700mm/800MW = $.90/watt
s SoloPower
o Hard costs estimated: $305mm



o Approximate capacity at completion: 300 MW
o Capaclty cost/watt: $305mm/300MW = $1.00/watt

o First Solar
o Capacity installation cost reported at between $1.00/watt - $1.20/watt
o Solyndra
o Installed capacity is expected to reach 300MW, predicated on panel efficlency of 252
watts/panel

o At expected 2011 efficiency of approximately 220 watts/panel, plant capacity Is 260 MW
0 Asa positive, the Solyndra manufacturing process has been demonstrated through Fabl
© Asa negative, the ability to produce at targeted costs has not yvet been demonstrated

Assuming $1.00/w of Installed capacity, value for going concern business is +/- $260mm

EBITDA Comparables Analysis: Publicly traded PV manufacturers provide an indication of value based on
trading values relative to EBITDA. Solyndra does not have trailing EBITDA numbers, but projected
EBITDA can provide some measure of value of appropriate discounting.

o  First Solar:
o Trailing 12-month EBITDA muitiple is 11.7x
o Analyst eamings projections: 1%-5% growth 2011/2010
o First Solar s trading at about 11x year ahead EBITDA
e SunPower:
o TTM EBITDA multiplé is 8.25x
o Analyst eamnings projections: 30% growth 2011/2010
o SunPower is trading at ~6x year ahead EBITDA
e Solyndra
o Projected EBITDA for 2012 is $60mm
o Givenrisks, 6x projected EBITDA should be considered a celling on valuation. More
likely estimate is 3x-4x

Assuming 3x project EBITDA, valuation is approximately $180mm. At 4x EBITDA, valuation is
$240mm. At 6x, valuation is $360mm. Realistic range is $200 - $300 mm.
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From: Nwachuku, Frances

jent:

fo:

Ce:

Subject: RE: Solyndra.2010.12.10.1540.KCC.V.1
Attachments; Solyndra 2010 12 10 1540 KCC V 2.docx

Just a few minor edits.

Frances

Frances I. Nwachuku
Director

Portfolio Management
Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washi n, DC 20585

From: ININNNGEEEN
3ent: Friday, December 10, 2010 3:42 PM

ul noes

010.12.10.1540.KCC.V.1

Attached is a revised term sheet which | believe reflects the agreement of the parties. Please review and then lets

discuss. JIIIN




Solyndra
Proposed Key Business Terms and Conditions

Structural Consideration: All assets {including Intellectual property] to be moved into Fab 2 LLC. Net

eperatinglessesOperating Losses currently Solyndra, Inc. to remain at Solyndra, inc. No Solyndra, Inc.
guarantee of the Senior Debt or the Senlor Second Position Debt upon entry Into definitive

documentation.
Senior Debt - $300 million:

Tranche A:

o $75 million at Interest rate of 3-month LIBOR plus 600 basls points+avester-Bebt {*Tranche A”)
fwith warrant coverage pursuant to a to be determined s-structure acceptable to DOE-yette-be
determined] (reducing to 3-month LIBOR plus 200 basis points effective December 2012)

o To be underwritten by Argonaut/Madrone
°  Assumes DOE/FFB commits funding of remaining undishursed améunt of the DOE
Guarantee Loan (approximately $9S milllon) subject to CP’s noted below
o Pro-rata funding with the DOE from and after December 9, 2010 (provided,
however, that fundings in December, 2010 may be deferred until date of January
funding by DOE/FFB (which js anticipated to be January 10, 2011) upon a written
commitment by Argonaut/Madrone to fund the full Tranche A)

e Firstoutin the event of a liquidation event prior to initial scheduled principal payment date
{March, 2013)

e Collateral:

I o mﬁoﬁgumm_nﬁmzmm all assets of Fab 2 LLC, induding IP, all equipment,
agreaments, etc. (“Operating Company Collateral®)
| o Ali assets of Solyndra, Inc. (L.e. NOL) (*HoidIng Company Collaterai®)
o—Equityinterestsin-Fab Lic

Tranche B:
e $150 million 2.5% DOE/FFB financing {includes approximately $95 million yet to be funded)
s (Collateral:
I o Equityinterests in Fab 2 LLC and 100% of all assets of FAB 2 LLC, including IP, all equipment,
- agreements, etc. ("Operating Company Collateral”)
e—Equitylnterestsin-Fab-2-LLC

Tranche C:
Up to an additional $7S million investersenior debt financing permitted pari passux in pavment with

Tranche Aand B. Collateral and terms as stated on Tranche A above {except fesTranche C wijll got
receive a first out position In the event of a liquidation event prior to initial scheduled principal payment

date), or as to be negotiated by new lenders and acceptable to DOE/FFB.

| Payment terms - Tranches A-&-8s,_B and C (if applicable):
o Initial principal payment: March, 2013
Equal quarterly princlpal payments over 16 quarters
Final maturity: December, 2016
PIK interest perlod: Through December, 2012
Cash sweep as discussed below under Waterfall
All prepayments without penaity

000CO0OO



Senlor Second Poslition Debt:
o  $385 million DOE/FFB financing (represents amounts previously funded)
o OID to accomplish the following:
e $270 miliion Initial principal amount, accreting to $385 million evenly on a quarterly
basis over a 12 year period
e $175 million existing Convertible Debt
o 0ID to accomplish the following:
o 580 million Initial principal amount, acereting to $175 milllon evenly on a quarterly basis
over a 15 year perlod
®__$385 million DOE/FFB and $175 million existing Convertible Debt par} passu in payment and
Mmmnmnmmmommﬁns Company Coliateral

*——[Wm Left: 0.5%, No bullets or
. Paymentterms . mumbering

o DOE/FFB OID

o Principal payments: 24 quarters beginning March, 2017; sculpted so that there Is no
bullet payment due

o Final maturity: December, 2022

o PiKinterest period: Through December, 2014

o Mandatory redemption requirements:
¢ Once total balances in Debt Service Reserve and the Excess Cash Retention Account

| exceeds 125% of outstanding balance of the DOE/FFB QID

o Optional prepayment

¢  Only with

s0_Upon an uneured-paymentavent of default, all future accretions will be brought forward «—{ Pormatted

{ie. The amount outstanding will be equal to the original face amount less all principal
repayments up to the defauit date)

[ o Exuﬂnsmmmunmom
Principal payments: 36 quarters beginning March, 2017; sculpted so that there is no
buliet payment due
o Final maturity: December, 2025
PIK Interest period: Through December, 2015
o Mandatory redemption requirements:
e Once total balences In Debt Service Reserve and Excess Cash Retention Account
[ exceeds 125% of outstanding balance and only after the DOE/FF8 OID facllity Is fully
repaid
o Optional prepayment

o Only with settlernent of erigine pf fully accre plance o Formatted: Indent: Loft: 1", Buileted + Level:
cmmm.aem_ang_an_amed.a_nd_unmlmerest 3+ Aligned at: 1.25" + Indent ot: 15"

Berrcres
Restrictions on Solyndra. Inc, and Fab 2 LLC (without consent of DOE):
o Noinvestment In business activities outside of thase directly in support of Fab 2 production and
sales
o Nodividends to shareholders



e No use of IP outside of the current project
o _ Nolissuanc bt {except for Tra Cas ided for above
° sua custom: (= on:

CPs for December Advance: Usual and customary, plus the following:
e Signed term sheet consistent with terms listed herein
e Slgned guarantee agreement from Solyndra, Inc. covering all obligations of Fab 2, LLC (current
borrower)
o Commitment to fund into the Liquidity Reserve Account equal to a pro-rata share of DOE/FFB
December funding on January 10, 2010

e Construction and equipment supply plan consistent with projections acceptable to DOE and the
IE

CPs to Further DOE Advances:
e Construction progress consistent with the construction plan
o Operational spending within a range (tbd) of agreed budget
e Progress on market development to be agreed upon consistent with plan
e Monthly funding into the Liquidity Reserve Account equal to a pro-rata share of each respective
DOE/FFB funding to be funded contemporaneously with each such DOE/FFB funding
No MAE (to be defined consistent with agreed upon operating plan})
e Otherusual and customary

Events of Default for Senlor Debt:.
e Cash Balance of Borrower falls below $5,000,000
s Other usual and customary

Cashfiow Waterfall:

All revenues pald to Borrower into a Revenue Account held by a Collateral Agept. All cash to be held in
accounts noted below by the Collateral Agent (except for O&M account), with transfers pursuant to
certificates reviewed and approved by DOE on a monthly basis Into the following accounts In the
followlng priority:

e First, an amount sufficient to pay budgeted operations and maintenance costs due or
reasonably expected to become due within the next month funded into the O&M Acocount;

¢ Second, an amount equal to 1/3 of the amount necessary to fund the Debt Service due In
the next quarterly period funded into the Debt Service Account;

o Third, an amount equal to the Debt Service Reserve requirement up to a maximum of the
next six months of Debt Service {not covered by the Debt Service Account) into the Debt
Service Reserve Account;

o Fourth, commencing upon Project Completion, an amount sufficient to replenish the
Uquidity Reserve Account such that the account balance Is maintained equal to a maximum
of $40 million Into the Liquidity Reserve Account

¢ Fifth, commencing upon Project Completion an amount equal to finance capital
expenditures approved by the IE into the CapEx Reserve Account;

o Sixth, 60% of any excess amount to be used to reduce outstanding indebtedness beginning
in March 2013 (pro rata among fisst-pesitien-Senlor Debt {Tranches A, 8 and C) for as long
as any firsst-pesitionsuch Senlor Debt Is outstanding)

3



* Seventh, all remaining cash into the Excess Cash Retention Account

Other indebtedness
e None

Governance:
e DOE/FFB Board observation rights until full repayment of the OID facility
e [ntercreditor Agreement: To be discussed

| solyndra.2010.12.10.1540023.kcc.v.1
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From:

Sent: Jacamber 17 _Z201{ 3:58 PM
fo: yvachuku, Frances:

Subiject: Solyndra credit paper

Attachments: Solyndra Credit Paper 12-12-10.docx

Here is a first cut at the credit paper. It is still missing the first Section which Frances may want to draft (or at
least tell me what she wants in there), as well as the Technical Assessment section. I have left quite a few
blanks reflecting data that I did not have at hand. Iam hopeful that || N B Bcan belp il these in. 1
have also indicated a number places where we need to insert tables or graphs and have spoken with [Jbout
filling those in.

Steve



Section 1 - Issue Summary and Requested Action

This should be a very short summary of the issue and requested action. Probably just a few
sentences.



Section 2 — Executive Summary

In October, 2009 DOE issued a $535 million loan guarantee to Solyndra Fab 2, LLC (“Fab 2, LLC").
Fab 2, LLC was to constructa ___ MW photovoltaic panel manufacturing facility in Fremont, CA, using a
proprietary process to produce panels to be installed on commercial roofs. The DOE-backed loan was to
provide 73% of the capital costs of the $733 million facility.

Through December, 2010, approximately [$460] million of the loan has been drawn. Work on Fab 2 has
been proceeding according to plan and within the conternplated budget. It is currently expected that the
plant will begin producing panels in the first quarter of 2011, and will ramp up to full operations in 2012.

Solyndra, Inc., the parent company, provides key services to Fab 2, LLC through a series of contractual
relationships. Key among those are serving as the EPC contractor constructing the Fab 2 facility and the
sole off-take counterparty for the sale of Fab 2 panels. Fab 2 will operate under a license for the
intellectual property held by Solyndra, Inc.

Due to an inability to raise necessary capital, Solyndra, Inc. is facing severe liquidity pressures. Without
the continued funding of the DOE loan, Solyndra, Inc. will run out of cash in a matter of weeks. Even
with ongoing DOE funding, the company will need to raise at least $150 million in new funds in order to
reach the point at which cash flow from operations is positive. Absent this additional funding, the
company will run out of cash in March, 2011, even if DOE continues to fund its entire $535 million loan.

To address this crisis, DOE has worked with Solyndra and its primary investors to craft a financial
restructuring that the parties believe will begin to bridge the company to profitability. Even if that proves
impossible, DOE believes that the proposed restructuring will maximize the possible recovery on its
guaranteed loan.

Background on the company’s performance, financial situation and prospects is summarized below.
Following that is a brief summary of the analysis undertaken by DOE over the past several weeks and the
proposed restructuring plan that is believed to maximize the financial return to DOE.

Solyndra Background

Solyndra began manufacturing panels commercially in its Fab 1 facility in ___, and has produced
approximately MW of panels since then. Ithas sold __ MW at an average price of $___/watt.

—

Fab 2 Project and DOE Loan Guarantee



In October, 2009 DOE issued a loan guarantee to Solyndra Fab 2, LLC, a wholly-owned subsidiary of
Solyndra, Inc., in the amount of $535 million. The loan proceeds, along with $198 million of investor
equity, were to be used to construct a new fabrication plant capable of producing an estimated __ MW of
PV panels annually. The facility was to be constructed by Solyndra, Inc. under a fixed-price contract and
was anticipated to begin production by . The new plant would operate under an IP license from
Solyndra, Inc. who would also provide management and operational services pursuant to an agreement.
Additionally, Solyndra, Inc. would serve as the customer for all Fab 2 production, which would be
purchased at a price equal to the average sales price received by Solyndra, Inc. for sale of all its panels.

The DOE loan guarantee was secured by a first security interest in all of the assets of the borrower,
primarily composed of the new building and production equipment. 'Additionally, the parent was
providing an unsecured completion guarantee for construction of the facility.

Through December, 2010 approximately $[460] million of the $535 million loan guarantee has been
disbursed. Construction of the Fab 2 facility is on schedule and on budget, with first production
scheduled for ___, 2011,

Solyndra, Inc. Financial Sitnation and Proposed Consolidation Plan

Solyndra, Inc. anticipated the need to raise additional capital and filed an S-1 to go publicin ___, 2009.
They were seeking $300 million of new capital which they believed would be sufficient to bridge the
company until it was cash flow positive from the operations in Fab 1 and Fab 2. They additionally sought
to double the size of the Fab 2 facility and submitted a new application to DOE in ___, 2009 to provide a
new loan guarantee on terms similar to that for the first loan.

In early 2010 the IPO effort was suspended due to continued degradation in the PV marketplace and
investor concerns over Solyndra’s ability to compete in that market due to its perceived high costs. In
order to continue operations, Solyndra secured a $175 million convertible loan from existing investors in
June, 2010. As of October, 2010 that loan had been totally disbursed.

In early October, 2010 Solyndra management approached DOE to discuss the worsening financial
situation and to present a proposed “consolidation plan” that they felt would lead the company to
profitability. They described their financial distress as having been caused by the following key factors:
* Overspending, especially in R&D where the total topped $160 million in 2010
o Lack of investment in sales and marketing, with only ___sales people employed in Q1, 2010
* A misdirected sales strategy, focused on roofing companies and resellers instead of the more
sophisticated developer and integrator market
* Anunwillingness to provide competitive forward pricing for their panels, essentially ceding their
market to crystalline silicon manufacturers who cut prices by over 30% in 2009.
Due to these factors the company was buming cash and building inventory as it could not sell out
production beginning in Q3, 2010. The company projected that it would run out of cash in November if
DOE did not fund as scheduled in October. Even with continued DOE funding, the company would run
out of cash by March, 2011.

In order to address their problems, the company brought in new management during the summer and fal]
of 2010. Founder Chris Gronet was replaced as CEO by Brian Harrison, a technology exetutive who had
most recently served as____. Mr. Harrison brought in a new VP of Markeﬁngbho

previ d at ,and ___. The sales team was significantly enhanced through the hire
o the former___ of JJJl} who took over North American sales, and the total sales



force was increase to ___ people. The company also developed a consolidation plan with the following
key features:

o Fab 1 would be shut down, with key CIGS deposition equipment and other tools transferred to
Fab 2 where they could be operated more efficiently

o DOE would receive security in all the assets of Solyndra, Inc., including the IP and contracts
necessary to run the business

o DOE would continue to fund its $535 million, and would further agree to a suspension of interest
and principal payments until Q2. 2013 in order to conserve cash

o Solyndra would raise $150 million in additional equity to fund the projected shortfall in operating
cash flows through early 2012.

DOE agreed to study the plan and undertook due diligence on the technical, financial and market
assumptions that underlie its plan. DOE funding took place as scheduled in October and November, 2010
as this due diligence was completed.

DOE Assessment of Solyndra Viability and the Consolidation Plan

Fortunately, the LGPO origination team had recently begun a review of the Solyndra application for the
expansion of the Fab 2 facility and had received initial drafts of independent engineer and market reports.
These reports were carefully reviewed by both the financial and technical teams at DOE. Based on that
review as well as extensive discussions with management, DOE believes that the Solyndra’s product is
ideally suited to certain PV installations and that the company should be able to profitably produce and
sell that product.

More specifically, on the technical side, DOE has concluded that:
List things here

With respect to the market for Solyndra’s product, DOE believes that:

* Solyndra’s product is ideally suited to white rooftops, especially those that have weight-bearing
constraints where no other product can compete.

* The total size of the target market is large, and even at full operation Solyndra’s market share
will be between 2% and 7.5% of white commercial rooftops.

o Solyndra’s unique form factor, light weight and ease of installation should allow it to command a
premium price over crystalline silicon panels. Market consultant Navigant Consulting Inc.
(“NCT”) believes this premium should range between $.70/watt to more than $1.50/watt,
depending on the efficiency that the Solyndra panels can achieve.

* The new marketing approach which is targeted towards large solar developers, integrators,
energy service providers and utilities is more likely to be successful than the previous attempts to
sell through channels. It will require, however, a significant increase in marketing and sales
costs.

¢ Rebuilding the sales pipeline will take several months, and the outcome must be considered
uncertain until it can be demonstrated that Solyndra has successfully combated negative market
perceptions and customers believe it is capable of providing competitively priced products.

Incorporating the technical and market conclusions noted above has led DOE to believe that the company

can profitably produce and sell its product. Speciﬁcalli:
L ]




Based on this assessment, DOE believes the Consolidation Plan is the appropriate approach to resolve
Solyndra’s financial crisis, provided that additional capital can be secured to help bridge the company to
positive cash flow. DOE therefore engaged the company and its investors in designing a financial
restructuring plan to achieve that objective.

Proposed Financial Restracturing

Concurrent with the DOE discussions, Solyndra engaged Goldman Sachs to help raise the $150 million of
additional capital needed to fund operating cash shortfalis through Q1, 2012. Goldman’s fundraising
efforts have not been successful to date. An attempt to engage strategic buyers proved unsuccessful due
to their unwillingness to commit the substantial resources that would have been involved to evaluate a
company that appeared highly risky. Financial investors were somewhat more open to consider investing,
but most rejected the opportunity due to the view that the company faced substantial competition from
other technologies and that the significant debt load ($535 million of DOE/FFB debt and $175 million of
investor convertible debt) presented too much of a hurdle in any foreseeable liquidation or sale.

In light of the lack of response from new investors, DOE considered three possible courses of action:

1. Cease funding the loan and force the company into bankruptcy. As detailed in Section 6,
Financial Plan and Projections, this would result in an estimated recovery of between $50 million
- $100 million, or a recovery rate of between 11% and 22%.

2. Continue funding as scheduled. This would allow the company to continue operations for an
addition 3 months, and would allow it to begin the installation of Fablequipment in Fab 2 as
contemplated under the Consolidation Plan. It would not, however, allow completion of the Fab
2 facility, nor would it allow DOE to secure access to the important IP and other Solyndra, Inc.
collateral which would allow it to liquidate the company as a going concern.

3. Negotiate with current investors to facilitate the transfer of collateral contemplated under the
Consolidation Plan and, ideally, secure the required $150 million of additional funding. This
would significantly enhance DOE’s security and recovery percentage under a forced lignidation
and could, if properly funded, result in a successful future for Solyndra.

In early December DOE entered into intensive negotiations with Solyndra and its primary investors to
establish mutually agreeable terms under which DOE could secure its desired collateral and the investors
would commit to additional funding. The result of these negotiations is the proposed restructuring plan
surnmarized below and discussed in more detail in Section 6.

Under the proposed restructuring the existing investors would commit to fund an additional $75 million,
an amount sufficient to carry the company through the second quarter of 2011. This would permit the
completion of Fab 2 and would allow the company to demonstrate the viability of its new marketing
approach. Assuming successful completion of these two items, DOE has estimated that its recovery
percentage would increase to between 23% - 42%, based on a going-concern estimate and the restructured
financial plan discussed below.

In return for the investor $75 million, DOE would agree to fund the remaining [$75] million of its loan
commitment. The new investor $75 million would rate pari-passu with DOE senior debt, and would



receive a first payment preference in liquidation if the company faced a forced sale prior to March, 2013,
On this first senior tranche, DOE would retain a total of $150 million in capital, An additional $75
million could be further funded into this first senior tranche by existing or new investors, but it would not
share in the first-out payment preference noted above. The first senior debt tranches have a period of PIK
interest and principal deferral in order to conserve cash

The remaining $385 million of DOE/FFB debt, as well as the $175 million of investor convertible debt
would take a second senior position. Both these amounts would convert to an original interest discount
security in order to reduce the face amount prior to maturity. DOE’s piece is to be discounted 30%, while
the investor piece is discounted 55%. Both picces have interest rate capitalization and deferred principal
payment periods, though the DOE loan is scheduled to receive interest payments and principal payments
in advance of the investor loan.

A number of other provisions provide for close control over spending as well as cash sweeps and traps to
facilitate the early repayment of both the first senior secured debt as well as the second senior secured
debt.

As detailed in Section 6, this new structure accomplishes several objectives. First and foremost, it secures
all funding necessary to complete Fab 2 and build the required'sales pipeline. Second, it gives DOE the
collateral necessary to liquidate on a going-concern basis if that becomes necessary, significantly
improving the projected recovery rate. Third it substantially improves the company’s (and DOE’s)
bargaining position with respect to any new equity investments that will be required. If the company
performs as anticipated over the next six montbhs, it should make that capital raise far more competitive,
resulting in far fewer accommodations being required of DOE or the investor group.

DOE believes that the restructuring plan discussed in this document represents the best possible course of
action to achieve the highest return on its invested capital. Based on the technical, market and financial
analysis undertaken, DOE believes that it is reasonable that its full investment can be recovered if this
plan is implemented, and therefore recommends its adoption.



Section 3 — Company and Project Background

The DOE loan guarantee issued in October, 2009 was used to support the construction of Solyndra’s Fab
2 facility. The Borrower under the loan agreement was Solyndra Fab 2 LLC., a special-purpose
subsidiary of Solyndra, Inc. The transaction was largely structured as a non-recourse project financing,
with the relationship between parent and subsidiary governed principally through a series of contracts,
Figure 3-1 below shows the organizational structure of the Solyndra family of companies as it existed at
loan closing.

Figure 3.1
Solyndra, Inc. Organizational Structure
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In brief, Solyndra Fab 2 LLC was responsible for building and operating the Fab 2 facility which was to
be financed, in part, by the DOE loan guarantee. Construction of the facility was to be performed by
Solyndra, Inc. under a fixed-priced contract. The parent was therefore taking the risk of construction cost
overruns, as well as the benefit of any construction savings that might occur. Once operational, Solyndra,
Inc. was also obligated to buy all Fab 2 output at a price equal to the average price received by the parent
for sales of all solar panels, whether from Fab 1 or Fab 2. Under the tenms of the agreement, Solyndra,
Inc. would be taking the risk of selling out the production; they would be required to pay the project
company regardless of whether they were able to sell the output to customers.

The DOE loan guarantee of $535 million was approximately 73% of the total anticipated project costs.
Table 3.2 below summarizes the financial plan as contemplated in the original transaction. To minimize
completion risk, all equity contemplated under the financial plan was required to be raised priar to
closing. A summary financial plan is shown in Table 3.2 below.

Table 3.2
Financial Plan

(From Exhibit Al to Common Agreement)

‘ Debt : I » | _ l




ProJect Cos!s All Base Pro; ect Costs are Ehgible Costs there are no Inehgxble ijec Costs

Through December, 2010, approximately $[460] million of the $535 million guaranteed loan amount has
been disbursed.

As is evident from the previous discussion, while the loan was structured as a stand-alone project
financing to the subsidiary company, there was a significant amount of counter-party risk with the
construction, sales and operating contracts tied back to the parent. Critically, in order to meet ongoing
operational cash flow requirements at the corporate level (including those costs associated with
completing and operating Fab 1), the company would be required to raise additional equity capital.

In Q4, 2009 the company filed an S-1 to go public, through which they anticipated raising $[300] million
in new capital. The IPO effort was suspended in ___, 2010 due to continued degradation in the PV
market and concerns over Solyndra’s market position. In June, 2010 Solyndra secured a $175 convertible
loan from its existing investors to cover ongoing operating costs. By its terms, the loan was scheduled to
mature on 12/1/2010. As of October, 2010 that loan had been totally disbursed.

Progress on the construction of Fab 2 has remained on budget and ahead of schedule. The parent’s
financial position has continued to worsen, however. As of December 4, 2010, the company had $27



million of cash on hand, with accounts payable of $41 million and accounts receivable of $27 million.
For the time being, the company is dependent on continued funding of the FFB loan in order to remain
solvent.

It became evident in Q3, 2010 that the parent’s financial position was untenable. Poor sales performance
and ongoing investment by the Chinese in c-Si manufacturing were making it impossible for the company
to raise new equity. By October, the convertible loan had been fully drawn, cash reserves had dwindled
and weekly cash burn still averaged $10 million. Q3 sales bad dropped to only MW while inventory
grew to__MW. Solyndra approached DOE with a proposal to restructure the loan guarantee, under
which repayment of interest and principal would be deferred. Additionally, Fab 1 would be shut down,
with key processing equipment being transferred to Fab 2, thereby providing additional cash to the parent
to fund operations. Inretum, DOE would receive a first security interest in all assets of the company.
This proposal is discussed fully in Section 6.

Management Changes

In {July], 2010, the Board of Directors announce the appointment of Brian Harrison as the new CEO,
replacing company founder Chris Gronet who would remain on the Board of Directors and as the chief
scientist of the company. Harrison came from ____, wherehe servedas . In announcing the change,
the Board signaled that it would be focusing on cost reduction, manufacturing improvements and,

importantly, a revised marketing and sales pro; In the subsequent 4 months, additional management
changes were made, including the iring of I . ..

of North American sales. Short bios of current company management are attached as Appendix .
Current Situation
As of December 10, 2010, the company’s positioned can be summarized as follows:

e Construction of Fab 2 remains on schedule. Comissioning of key equipment {specify] has
commenced and initial production is scheduled for [January], 2011.

e  Shut-down of Fab 1 has begun, with key equipment being transferred to Fab 2 beginning
December __, 2010 and ending January __, 2011.

e Sales in Q4 appear to be below plan, though the company is expecting strong December sales to
reach [12] MW, compared to [} MW in Q3.

¢ Finished goods inventory will reach approximately MW by year-end, with the expectation that
Q1 sales will reduce that amountto __ MW.

¢ The company has announced its Consolidation Plan and has indicated the intention to lay off 200
temporary and permanent workers. These layoffs will begin after the first of the year.

The company should end the year with a cash balance of approximately $18 million.

° A minimum of $150 million in new equity will be required to bridge the company until it can
operate with positive cash flow, expected in Q1,2012. Even with ongoing DOE loan funding,
new cash will be required by March, 2011.

o The company has engaged Goldman Sachs who has been trying to raise equity since October.
Efforts to attract a strategic investor were fruitless, with the current focus on financial investors.
To date, no potential investor has come forward with a proposal acceptable to eithr DOE or the
existing Solyndra investors.



Section 4 ~ Technical Assessment
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Section § — Market Issues
PV Market Overview

The global PV market was approximately 7.9 gigawatts in 2009 and is expected to grow approximately
55% to 12.3 GW in 2010. Over 75% of PV sales occur in Europe, with North America accounting for
less than 8% of installations. The commercial roof-top market served by Solyndra is expected to be
between 3.3 GW and 4.6 GW, or about 35% of total PV shipments. Market advisor NCI estimates that
approximately 82% of PV panels sold will be the traditional crystalline silicon technology. Thin film
technologies account for the remainder, with Cadmium Telluride (the technology employed by market
leader First Solar), accounting for the vast majority of that segment. CIGS, the technology utilized by
Solyndra, will account for about 1% of all PV sales.

Since 2004, the PV market has grown at a compound growth rate of approximately 50%. NCI projects
that market growth will range between 17% - 40% annually from 2010 to 2014, and between 5% - 15%
for the subsequent five years. This results in demand of between 37 GW and 96 GW in 2019, Driving
this significant variability in expectations are a few key variables, namely the rate of economic growth,
the continued existence of substantial government incentives for solar power (especially in Europe),
improvements in PV efficiency (with a consequent reduction iri pricing) and, ultimately, cost
competitiveness between PV and conventional fossil technologies.

NCI projects that commercial rooftop solar installations will increase from approximately 4 GW in 2010
to between 8 GW and 31 GW in 2019. They estimate that perhaps 50% of that total will be on the white
roofs required by Solyndra’s pane] technology. Assuming a long-term manufacturing capability of
approximately 300 MW in Solyndra’s Fab 2 facility, that translates to a required market share of between
2% and 7.5% of the total available market in 2019.

The PV market continues to be characterized by significant over-supply of manufacturing capacity
relative to demand. Depending on final shipment levels, capacity utilization in 2010 should range
between 50% and 70%. This excess capacity has resulted in continued pressure on pricing as solar
developers have been able to pressure suppliers to aggressively compete on pricing.

PV Pricing

Since 2007, PV module pricing has fallen by approximately one-half, from just under $4.00/watt to about
$2.00/watt in 2010. The drop in pricing was especially rapid between 2008 and 2009 as new polysilicon
cell manufacturing capacity came on line; in the past year prices have dropped only 10% or so.

NCI projects that c-Si pricing will continue to drop as manufacturers become more efficient and new,
lower-cost facilities come on line. They expect the price/watt to drop to approximately $1.50/watt by
2013 and $1.00/watt by the end of the decade.

When considering alternative panel technologies and suppliers, PV customers will consider not just the
cost of panels, but the fotal installed system cost as well. On the whole, crystalline silicon panels
continue to set overall pricing levels as they are the dominant technology in both the rooftop and ground-
mount market segments. Thin film panels tend to price off c-Si with appropriate adjustments for relative
panel efficiencies and balance of system costs. Thus, for example, Cd-Te panels with an efficiency of
approximately 11% will sell between $.20/watt and $.30/watt less than c-Si panels with an average
efficiency of between 14% and 15%.



The more sophisticated PV customers consider not just the installed all-in cost of alternative PV systems,
but the overall cost of installing and operating those systems over the expected lifetime as well. This'
calculation, the levelized cost of energy (“LCOE”), computes the total capital and operating cost of a
project on a discounted present value basis, ultimately deriving a cost per kWh for competing systems.
Technologies with higher panel efficiencies that are better at converting sunlight to electricity over a wide
range of solar insolation conditions will tend to fare better under this analysis. More specifically,
Solyndra’s cylindrical design which can capture sunlight from a variety of angles will benefit from this
calculation.

Solyndra’s Competitive Position




Solyndra Sales Strategy

During its first year of production Solyndra relied almost exclusively on selling its output to resellers and
roofing material manufacturers. In essence, they relied on the sales forces of these customers to create
market demand. In hindsight, this strategy was faulty; resellers did not have the technical skills or interest
in pushing this non-traditional product. Successful placement of the Solyndra system requires detailed
technical analysis and a sophisticated sales team in order to explain the balance of system and electricity
yield benefits of the unique form factor incorporated in the product.

New management brought in by the Board of Directors quickly focused on the sales problems and
implemented a new strategy to more effectively build a pipeline and re-establish the market acceptance of
Solyndra systems. They acknowledge that lack of focus on end-users and poor pricing decisions virtually
decimated the sales pipeline. The results of these decisions continue to be felt since system design and
purchase decisions often take 6-12 months before they result in actual product shipments. Thus, the
results of changes being implemented in Q3 and Q4, 2010 will only be known in the second half of 2011.

In short, the company has significantly increased its sales force (going from i to _::: by the end of
2010), and is now focused on selling to energy service companies, project developers and large
integrators who have the time and sophistication to understand the value proposition offered by the
Solyndra product. Additionally, they are developing a direct to end-user sales approach which will focus
on utilities, real estate companies and public sector buildings, markets which could result in large-scale
installations, especially in the United States. Most importantly, the company has recognized the need to
be price-competitive and is offering forward-based pricing predicated on the expected price levels of ¢-Si
panels.







Section 6 — Financial Plan and Projections




Based on its review of key drivers of Solyndra’s model, DOE feels that the long-term business plan
continues to be viable, provided that the company is able to achieve the near-term liquidity necessary to
bridge to the expected positive operating cash flow in 2012. Consequently, DOE concludes that the way
to maximize the recovery of its investment is to facilitate a financial restructuring of the company to
allow it to achieve profitability or, at a miniroum, to increase its recovery percentage in a forced
liquidation.

Proposed Restructuring — Rationale and Design

In light of the financial crisis, DOE undertook an effort to assess the value of Solyndra under a variety of
scenarios. As noted above, as a going concern, the Solyndra Fab 2 facility should be able to generate
approximately $200 million of EBITDA annually. Currently, publicly traded PV companies trade at a
level of between 8x and 12x EBITDA, implying a potential long-term value of the company of, perhaps,
$2 billion. .

The short-term assessment, however, is much more strained. Absent continued funding of the DOE loan
as well as the contribution of at least $150 million in new capital, the company faces bankruptcy. Ina
bankruptcy scenario, DOE would have to look to its collateral for any potential recovery. Today, that



collateral consists of the completed Fab 2 building and the subset of Fab 2 equipment that has been
delivered to the site.

The land acquisition and construction costs of the new building total about $60 million. While it is not
clear what the structure designed for Solyndra’s manufacturing processes could bring on an open market
sale, it is unlikely that it would exceed its cost. More realistically, one could assume a liquidation value
of the structure at, perhaps, 50% of the incurred cost.

Approximately $[200] million of the Fab2 equipment has been delivered to the site. Most of this
equipment is highly customized for Solyndra’s unique manufacturing processes and therefore has limited
value in resale. Based on input derived from studies of other PV manufacturing equipment, DOE
estimates that the equipment could have a salvage value of perhaps 10% - 20% of original cost.

In sum, the current liquidation value of the DOE collateral is estimated at:

Original Cost | Liquidation % Liquidation Value
Building $60 million 50% - 100% $30 mm - $60mm
Equipment $200 million 10% - 20% $20 mm - $40 mm
Total $290 million "] $50 mm - $100mm

Through December, DOE has advanced $[460] million of its $535 million commitment. At a liquidation
value of between $50 million - $100 million, that implies a recovery rate of between 11% and 22%.

As detailed below, the proposed restructuring plan will significantly enhance DOE’s collateral position by
giving it access to not just the Fab 2 assets, but to all of the corporate assets as well. This includes IP,
third-party contracts and access to the operating and management team. As a result, DOE can look to a
going-concern scenario in the event of liquidation instead of simply a salvage sale of equipment. This
going concern valuation is further enhanced once Fab 2 is completed in the second quarter of 2011.

As discussed earlier, one way to estimate enterprise value of a going concern is by evaluating trading
multiples of comparable companies. Unfortunately, Solyndra’s lack of positive eamings currently makes
this estimate impossible. One can look at projected eamings to make such an estimate, though the resuits
in Solyndra’s case must be considered carefully.

Forward trading multiples for PV companies range between 6x and 10x year-ahead EBITDA. Given the
lack of earnings history, it is prudent to discount this factor for Solyndra, say to 3x-6x EBITDA. Witha
projected EBITDA of $60 million in 2012, this would put the enterprise value at between $200 - $300
million in 2011.

Thus, at a concluded going concern value of between $200 million and $300 million in 2011, the recovery
percentage on the DOE investment of $535 million is between 37% - 56%. Under the proposed
restructuring plan, which allows new investor capital of $75 million to be recovered first in a forced
liquidation, the DOE recovay percentage is reduced to between 23% - 42%. :



Proposed Restructuring Plan

As discussed above, DOE believes that the long-term financial viability of Solyndra is reasonable, and as
such it should be able to recover its full investment. Even if the cunrent plan is not fully realized, DOE
believes that having access to the full collateral package enhances its ability to liquidate the company as a
going concern and therefore realize substantially more value than just a salvage sale. Based on those
assessments, DOE has worked to construct a financial restructuring plan that will allow the company to
continue to operate, at least until the facility is constructed and it has had an opportunity to deliver on its
new sales program.

To reach that point in mid-2011, the company needs continued funding of the DOE loan and.at least $75
million of new investor capital. Ideally, this new investor capital would come from existing investors
who have the most to gain from continued operations and are already committed to the company and its
new plan. To that end, DOE worked with Solyndra management and thie two primary investors, Argonaut
and Madrone, to create the restructuring plan described below.

Currently, Solyndra, Inc. is capitalized by approximately $§ _ million in equity an $175 million in
convertible debt. The invested equity has no value, and the debt is convertible into $50 million of equity.
Solyndra Fab 2, LLC (the DOE Borrower) will be capitalized in a total amount of approximately $733
million, of which 73% is DOE-guaranteed debt and the remainder is sponsor equity.

Under the proposed restructuring, virtually all assets of Solyndra, Inc. will be transferred to Fab 2, LLC.
(Solyndra, Inc. will retain approximately $750 million of NOLs which have value principally to the
current investors.) The new capital structure will be:

Senior Secured Debt: Secured by all assets and equity interests in Fab 2, LLC (including IP, all
equipment, contracts, etc.). PIK interest period from restructuring date through December, 2012. First
principal payment due March, 2013, with 16 equal principal payments until maturity. 60% cash sweep
applied quarterly as mandatory prepayment. All prepayments without penalty. Divided into 3 tranches:

o Tranche A: $75 million of incremental investor debt (Madrone, Argonaut and possible others)
o Interest rate: Libor plus 600 bps, reducing to Libor plus 200bp at December, 2012
o Funding: Pro-rata with remaining DOE funding
o Liquidity rights: Payment priority from proceeds in event of forced liquidation before
first scheduled principal payment date (March, 2013)
o Additional security: Assets of Solyndra, Inc. (NOLs)
e Tranche B: $150 million of DOE/FFB financing (including $95 million funded December 2010
through June 2011)
o Interestrate: FFB interest rate (approximately 2.5%)
¢ Tranche C: Up to an additional $75 million of new investor debt
o Pari-passu and same collateral and terms as Tranche A, but no priority payment from
proceeds in the event of liquidation prior to initial scheduled principal payment date

Senior Second Position Secured Debt: $560 million of previously funded capital ($385 million of
DOE/FFB Fab 2, LLC debt and $175 million of investor convertible debt). OID discounting incorporated
as described below:

Terms DOE/FEB OID:Frantheii|: C Existing Iiivestor OID Tranche
Tenor 12 years 15 years o

Principal payments | 24 quarters, beginning March, 2017 36 quarters beginning March, 2017




Final maturity December 2022 December, 2025

OID discount 30% to $270 million, accreting to $385 | 55% to $80 million, accreting to $175
million evenly on a quarterly basis over | million evenly on a quarterly basis over
12 year term 15 year period

Interest rate

PIK interest period | Through December 2014 Through December 2014

Mandatory Once total balance in retained cash None

redemption reserve accounts exceeds 125% of

: outstanding balance

Optional Original principal and accrued interest | None

prepayment

Payment eventof | All future accretion brought forward in | All future accretion brought forward in

default uncured payment default uncured payment default

Appendix A contains the business terms agreed to by the parties that underlie this restructuring. In
addition to the structure described above, the terms contain various other provisions designed to protect
the noteholders, including conditions precedent to advances, strict control of cash via a project finance
waterfall, restrictions on outside activities, and cash sweeps and traps.

‘While the proposed restructuring reflects some movement from DOE’s current senior secured position in
Fab 2, it contains several positive features that enhance the value of DOE’s investment. These include:

e A first security interest in the IP, equipment, agreements and operating infrastructure that
currently sit in the parent company. As noted earlier, the control over these assets significantly
enhances the value of collateral by allowing sale as an operating enterprise.

¢ The critical infusion of $75 million of new capital. This additional contribution will allow the
completion of Fab 2 and provide an opportunity for the company to demonstrate thieir ability to
deliver on the new sales program.

s Alignment of interests with the current investor group. By sharing a common collateral position,
DOE (with $535 million invested) and the current investors (with almost $1 billion invested)
now share a comumon interest in how to resolve the business problems

e Animproved bargaining position vis-a-vis new investments. The company attempted to raise
$150 million in new capital in order to fill the projected funding gap. Investors were unwilling to
make that investment on reasonable terms, given their view of the industry and company
operations. By securing the existing investor cantribution of $75 million, the pressure to secure
funding on the extreme terms discussed is eliminated. If, as anticipated, the company is able to
complete the facility and fill its sales pipeline by Q2, 2011, the market for new capital will likely
be more competitive. Indeed, existing investors may find it advantageous to make the
investment themselves in order to maintain control and avoid further dilution of their position.

It is anticipated that documenting the proposed restructuring will take 4-6 weeks, allowing a financial
closing by the end of January, 2011.

Financial Projections Assuming Proposed Restructuring Plan

Table ___ below summarizes the financial projections based on the Solyndra project model and the
proposed capital plan. It assumes that an additional $75 million of investor debt is raised (Tranche C) on
the terms noted above. As indicated in the table, senior debt service coverage averages slightly over 3x,
and the senior tranche is paid off in Q1, 2015, just over two years from the first principal payment date.
Cash sweeps are then applied to the DOE/FFB OID tranche so that it is paid off by, some ___ years
prior to the scheduled maturity date.




Insert Table Showing:

Revenues

COGS

Overhead Expenses

EBITDA

Senior interest

Senior principal

OID interest

OID principal

Ending balances on each piece of DOE debt
Total DSCR
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From: Richardson, Susan
ent; Monday, December 13, 2010 7:55 AM
fo:
Subject: Re: s.ﬁhm!m - Davis Bacon - PRIVILEGED LEGAL COUNSEL

No. Just minor editing

From:
To: Richardson, Susan
Cc:
Sent: Sun Dec 12 17:34:18 2016

Subject: RE: Solyndra - Davis Bacon - PRIVILEGED LEGAL COUNSEL

Fine with me -- but I'd like to review before final. Does what I got from you in today's
email reflect M&F's input? (Haven't opened it up yet.)

Thanks.

----- Original Message-----

From: Richardson, Susan

Sent: Saturday, December 11, 2810 8:19 PM
To:
Cc:
Subject: . Solyndra - Davis Bacon - PRIVILEGED LEGAL COUNSEL
‘mportance: High

I have now been through the letter (while waiting for the man to come and restore our
eat....). I would like to put this into a form that is more customary for addressing a
default under a loan agreement - most likely a letter from Solyndra setting out the facts
(generally as you have recited them)and requesting that DOE permit the next Advance
notwithstanding the default; and a reply from DOE making clear that we are not waiving the
default, but will fund the next advance [and forebear for [15 days]from exercising other
remedies based on the default] on the conditions set out in your letter. I propose to ask
our outside counsel - Morrison and Foerster - to prepare the drafts, unless you have some
objection? Thnx

----- 0 al Sage---==
From:
Sent: Friday, December 1@, 2010 9:18 PM

To: Richardson, Susan
Subject: Re: Solyndra - Davis Bacon - PRIVILEGED LEGAL COUNSEL

We assumed you would prefer it to come from you. I could sign it - come to think of it, GC63
has the programmatic responsibility for DBA generally for the Dept. Or, your CO type
responsible for disbursements could sign it. My overriding concern in suggesting you do it
was really, frankly concern abt not stepping on your/LGP toes. Also, the more I mulled, the’
less I wanted this to look like a quid pro quo situation.

Are you otherwise ok with it? Make what changes you need. I picked the schedule to look

iggressive, while cutting them some slack. We were running traps at a clear remove from DOL
and came to the clear conclusion that - given the clear absence of any intent by Solyndra to
defraud or deceive - we're safe 1f it’'s clear we're pushing them. If you can live with this,
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I think that would be good. If it ends up being a huge problem as the situation unfolds, we
can still work with them.

What a great 48 hours.

----- Original Message -----
From: Richardson, Susan

Sent: Frl Dec :46:

Subject: FW: Solyndra - Davis Bacon

_ I have not had an opportunity to review this; but am not sure why you have set
t up to come from me? I do not have delegated authority for the LGP and David Frantz is

typically the signatory on agreements and significant correspondence re our loans. I'm not
sure what about Davis Bacon - as opposed to other enforcement issues we may have - would
require that this come from me. Pls let me know what I am missing. Thnx

----- Original Message-----

From: NN

Sent: Friday, December 10, 2010 6:27 PM
To: Richardson, Susan

Cc:

Subject: FW: Solyndra - Davis Bacon
Importance: High

FYI - I haven't had an opportunity to review. Ken

Loan Guarantee Program

1.S. Department of Energy
1600 Independence Avenue SW
Washington, DC 28585

From:
Sent: Friday, December 10, 2010 5:12 PM
To: #

Subject: FW: Solyndra

Importance: High

She is leaving in around 20-30 minutes, I will be here for another 60-90 minutes. This
shouldn’t go out of DOE yet. Thanks.

-----Original Message-----

rron: N

Sent: Friday, December 10, 2010 5:08 PM
Subject: Solyndra .

Tmportance: High
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lease work with

Acting Assistant General Counsel for
Labor and Pension Law

'li Deiartment of Eneri
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From: Richardson, Susan

Sent: r 13,2010 9:21 AM
To:

Subject: RE: Solyndra Davis Bacon

I expect we could be more limited and say we are waiving the CP only and reserve all other
rights. If we are forebearing for 30 days, w shld make clear it is contingent on their using
al reas efforts to come into compliance during that period, thnx

----- Original Message-----

Sent: Monday, December 13, 2010 9:14 AM
ro: |
Cc: Richardson, Susan

Subject: RE: Solyndra Davis Bacon

It is a waiver of cp to funding that we are granting. The cp is that there are no defaults.
We will send a letter stating that failure to comply with DB is a default but that we are
forbearing from exercising our remedies for a 30 day period. Nothing in the letter would
preclude us from exercising remedies for other defaults.

The substance of what was drafted last week has not changed. We need to wrap this up asap.
W hat is the concurrence process other than sign off by you and

!oan !uaran!ee l"!!"am

U.S. Department of Energy
1000 Independence Avenue SW
Washington, DC 20585

From:
Sent: Monday, December 13, 20610 9:11 AM
To:

Subject: Re: Solyndra Davis Bdcon
Thanks ! I'm on way in. Other than dates does this change what we sent on friday? Two
points oft the bat. I don’'t want any phrase referring to waiver of compliance because it
makes it sound like we are allowing a period where they don't have to comply when there is no
authority for us to do that. Ill talk to about the dates and I see that solyndra has
reviewed already so I hope we still have a right to make additional changes since this hasn't
gone through our concurrence process? Thanks,i

Original Message




Sent: Sun Dec 12 22:42:54 2010
Subject: Solyndra Davis Bacon

—- Please see the attached for a refinement of the facts relating to Solyndra's
DB compliance. I propose that Solyndra modify its waiver letter request to reflect its DB
compliance. Notice of noncompliance and forbearance would be set forth in DOE correspondence
to Solyndra in response to the waiver request. Please let me know re the date for compliance
(see below). Thanks

Sent: Sun Dec 12 22:88:57 2010
Subject: RE: )

Here you go. I've cc'ed I .- oot compliance manager who should be kept in the
loop on the DBA issues since she is closer to the contractor and their subs. 1I've asked her
to follow up on the exact relationship between R&S and the union trades, so we may have a
further language modification there.

The difference between the $260M number we were talking about and the $316M that [
inserted is that R&S was the contractor on both the Front-&nd facility as well as the Back-
End tenant improvements, and the

$316 number includes the Back-End work as well.

I've moved the date back to January 13 for compliance (i.e. 30 days from

tomorrow) and the certification by February 10, 2011, which would be the next Master Advance
pate. I think I may have mentioned this already, but there are a million man-hours of labor
in the facility, so even though they have been working on it for two weeks already, there is
no way they are going to have it done by December 23, especially with the holidays coming up.

Ben

From:

Sent: Sunday, December 12, 2010 1:25 PM
Cc:
Subject:

Can you revise the following so that it is factually accurate. My current line of
thinking is that you will supplement your waiver request with the following.

All construction on the Project for the first 12 months after Closing was conducted by a
contractor with a contract (PLA? I don’t think so but not sure) with a labor organization
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affiliated with the Building Trades Department of the AFL-CIO. Substantially all of the $260
million worth of DBA-covered construction performed to date as part of the Project has been
performed by

ahd its subcontractors are using union labor covered by union collective bargaining
agreements (PLA?? Don't think so but not sure) on this project. |G "<
represented to Borrower that it possesses a high degree of confidence that DBA-compliant
wages have been paid due to payment of the union-scale wage rates. For the last 3 months,
however, Borrower has also directly contracted with approximately 14 contractors to perform
DBA-covered construction. This work represents approximately $16 million of the $260 million
of construction. ’
Borrower believes that | NG :2ve flowed down provisions generally requiring
its subcontractors to conduct all construction of the Project consistent with the
requirements of the DBA. Until recently, however, Borrower did not include the specific DBA
‘clauses required by the Common Agreement in Borrower's agreements with its direct
contractors, including* and did not provide applicable wage
determinations.

On or prior to November 23, 2010, in the course of its review of compliance with the DBA
Requirements for the last 3 months, Borrower determined (c. November 23, 2010??) that some of
its new direct contractors may not be in compliance with the certified payroll requirements
of the DBA. (CBA/PLA?? Don't think so for those ’
contractors) Borrower also believes that there may have been as much as $200,860 in
underpayments by some of those recent contractors. No employee or other complaints have been
filed or lodged with Borrower, the Department of Labor or any other entity regarding the DBA.
Borrower is in the process of engaging outside counsel for legal advice on DBA issues, as
well as a DBA consultant to review the payrolls and to identify and help resolve any issues
of non-compliance, including disbursement of any and all reguired underpayments.

Borrower has informed all of the contractors, includin_g“ that they must
immediately ensure that the required DBA clauses and wage determination schedule in Schedule
6.30 are incorporated in their contracts for construction, and that, no later than December
23, 2010 [i.e., 15 days from date of this letter] they must complete and submit to Borrower
the certified payrolls for all construction performed thus far as part of the Project. These
certified payrolls will reflect actual payment of any DBA required wages not previously paid.
Borrower will also provide DOE, by December 23, 2010, certifications in writing by all site
DBA-covered contractors and subcontractors that they have made all required underpayments to
employees, and otherwise have complied with the requirements of Section 6.30 of the Common
Agreement.

This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.<br>The information is intended solely for the use of the individual to whom it
is addressed.<br>Any review, disclosure, copying, distribution, or use of this e-mail
communication by others is strictly prohibited.<br>If you are not the intended recipient,
please notify us immediately by returning this message to the sender and delete all
copies.<br>Thank you for your cooperation.
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o

Department of Energy
Washington, DC 20585

December 13, 2010

Solyndra Fab2 LLC
47488 Kato Road
Fremont, CA _94538

Solyndra, Inc.
47700 Kato Road
Fremont, CA 94538

Ladies and Gentlemen:

Reference is hereby made to (i) the Common Agreement (the “Common
Agreement”) dated as of September 2, 2009, by and among Solyndra Fab 2 LLC
(“Borrower”), the U.S. Department of Energy (the “DOE”) as guarantor of the DOE-
Guaranteed Loan and as Loan Servicer, and U.S. Bank National Association (the
“Collateral Agent”); and (ii) the Equity Funding Agreement dated as of September 2,
2009, by and among Borrower, DOE and Collateral Agent. Capitalized terms used and
not defined herein shall have the respective meanings set forth in the Common Agreement.

You are hereby advised that as a consequence of the following (collectively, the
“Identified Events of Default”): (a) the Sponsor’s failure to deposit $5,000,000 into the
Bquity Funding Account on December 1, 2010, an Event of Default has occurred
pursuant to Section 8.1(g) of the Common Agreement and Section 2.2.2 of the Equity
Funding Agreement, and (b) the Borrower’s failure comply with Section 6,30 of the
Common Agreement (compliance with Davis Bacon Act regulatory requirements
applicable to the Project).as more particularly described in-the Borrower’s letter to DOE
dated November 23, 2010 as supplemented by that letter dated Decermber 13, 2010.

While any discussions with us continue and until such Identified Bvents of
Defauit are addressed, there are certain implications under the Common Agreement and
the other Loan Documents resulting from such Identified Events of Default. These
include, without limitation, the right of the DOE to exercise its rights and remedies under
Section 8.2 of the Common Agreement and under the other Loan Documents. We advise
you that any failure on the part of the DOE to exercise, or any delay in exercising, any of is
rights under the Common Agreement and the other Loan Documnents as a result of the
Identified Bvents of Default described above or otherwise shall not be construed or operete
as a waiver, estoppel, acceptance of course of conduct or forbearance by the DOE or
preclude the exercise of any rights or remedies under the Commen Agreement or the other
Loan Documents, as the case may be. The DOE hereby expressly reserves all of its rights,
remedies and claims as provided for in fhe Common Agreement, the Loan Documents
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and/or by applicable law in connection with such Identified Events of Default and
otherwise. The DOE may exercise any of its rights or remedies without further notice or
demand except as may be required pursuant to applicable law and the Loan Documents. If
any such actions are taken, the DOE will hold Borrower responsible for all additional costs
and expenses, including attorney’s fees and court costs, incurred in connection therewith.

Notwithstanding the foregoing, with respect to the Barrower’s failure to comply
with Section 6.30 of the Common Agreement, DOE hereby notifies the Borrower that it
will forbear from exercising its remedies pursuant to the Common Agreement and the
other Loan Documents until January 10, 2011, provided that during that time the
Borrower is using its best effarts to obtain and deliver to DOE a written certification that
(1) it has obtained a certification from each site contractor to the Project to the effect that,
and has otherwise determined that, all Davis-Bacon Act (“DBA”) covered contractors
and subcontractors on the Project have complied with Section 6.30 of the Common
Agreement, and (2) it is as of the date of such certification in full compliance with the
requirements of Sections 5.39 and 6.30 of the Common Agreement, including the
requirement of collection and review of all certified payrolls and the reimbursement to
employees of any underpayments of wages, and it has independently reviewed and
determined that all wages are DBA-compliant.

This letter shall not be construed to limit, modify, withdraw, amend or vary the
terms of the Common Agreement or the other Loan Documents. Nothing herein or in any
previous or subsequent discussions with the Borrower, shall prejudice or impair the right
of the DOE to demand performance by the Borrower of its obligation under the Common
Agreement or the other Loan Documents, as the case may be.

Very truly yours,
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Richardson, Susan

From:

Sent: Monday, December 20, 2010 12:49 PM
To: Nwachuku, Frances

Subject: RE: Solyndra - Intemal Process

I will circulate an e-mail shortly. But I don't think this is so much a legal issue. 35 is
going to have to get buy-in from CRB on process.

m—-- -Original Message-----

From: Nwachuku, Frances
Sent: Monday, December 28, 2616 12:40 PM

1oz Richardsan, Susan
Subject: Solyndra - Internal Process

" Hi Susan,

Do you have a view as to how we proceed? I(en and the rest of the legal team (Mofo and the --

Solyndra team are working diligently to effect a close by Jan. 7th). Meeting that date will
be challenging if we don't know whether or not Jonathan can signoff or if we must run the
package by the CRB. On the financial side, we are putting the finishing touches on a Credit
Paper and presentation in the outside chance that a CRB stamp of approval is essentlal. I
have also initiated discussions with OMB and Treasury so they are fully up to speed on the

terms and we can commence working on any issues they may have.

Frances

Frances I. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washington, DC 28585
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From: Richardson, Susan .

ent: Thursday, December 23, 2010 1:08 PM

To: Harris, Scott Blake

Subject: RE: Approval Process for Restructuring Agreements

Thank you Scott Owen and I have both spoken to -and believe we have a path forward.
Merry Merry and Happy Happy!

----- Original Message-----

From: Harris, Scott Blake

Sent: Thursday, December 23, 2010 1:02 PM

To: Richardson, Susan

Subject: RE: Approval Process for Restructuring Agreements

1've asked Il to speak with you. We can bring this to a conclusion after the holidays.
Speaking of which, have a Merry Christmas and a Happy New Year.
Scott

Scott Blake Harris

General Counsel

United States Department of Energy
1080 Independence Avenue, SW

lash:lnionl DC 20585

----- Original Message--~--

From: Richardson, Susan

Sent: Thursday, December 23, 2010 9:23 AM
To: Harris, Scott Blake

Cc: Nwachuku, Frances; Barwell, Owen; Silver, Jonathan; _ Richardson, Susan
Subject: FW: Approval Process for Restructuring Agreements

Scott,

As discussed briefly, we need to confirm a process for authorizing the LPO to enter into the
proposed restructuring agreements for Solyndra. (We are also working on a permanent process
for approving significant amendments and restructurings; but that will not be done in time
for the Solyndra closing.) The closing is scheduled for January 7th, and the timing is
critical to permit continued funding and avoid more serious problems. My recommendation -
which 1s consistent with existing authorities, and with practice both in other government
agencies and in private sector financial institutions - 1s that the Director of Monitoring
and the Executive Director, LPO seek approval from S-1, through an Action Memo that you
approve, but that there be no formal credit committee or CRB process. JS will discuss this
with Dan Poneman, and CRB will presumably get some form of notice.

The relevant authorities are summarized below:

1) Statute and Regs: Neither Title XVII nor the Final Rule addresses the approval process.
Title XVII sets forth a number of Secretarial determinations that must be made before the
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From: I

Sent: Monday, January 03, 2011 3114 PM -
To:

Subject: RE: Solyndra restructuring update

That's a good point. Also, if the borrower Isn’t able to repay under the terms of the restructuring, then a work-out
should not be used. My understanding Is that the branch thinks the borrower will default regardless. | don’t think this
the point we want to make, but | can see the case for work-out based on Sarah’s paint.

(ab) Work-outs mean plans that offer options short of default or foreclosure for resolving troubled loans -

or loans in imminent default, such as deferring or forgiving principal or interest, reducing the borrower's

interest rate, extending the loan maturity, or postponing collection action. Work-outs are expected to

minimize the cost to the Gavernment of resolving troubled loans or in imminent default, Fiigy
AT RS . s :{ 3 o __JJ_'._.!_:“ roeg '- 'i:‘:’, -]?,:; vt o : =

3
= or o

v R Ao i 1)
pe &

%—.."‘:; ¥, & oL flow are included in the original

| extiintithak the dreds of work-outs on cash flow are the
b 18 b Bog E: e cffects on cash flow are more or
: ‘ : '-.-.i“-iim tesofd\esnbsidy andarenota
- '

Budget Review Division
Policy Analyst, Federal Credit Programs
Office of Management and Budget

nnn”n

From: INEENE
Sent: Monday, January 03, 2011 3:11 §
To: DA

Subject: Re: Solyndra restructuring

Mods vs. Restructuring can be a gray afeg

i i

if this restructuring were one that suggested a lowe cost to Government, | would see a better case fora workout
designation. However, when you look to the definition of a workout (1 am paraphrasing), 1t is a restructuring intended to
result in the lowest cost to govemment of default. (185.3ab). So, if It effectively costs more to restructure, | would not
consider it a workout Also, the action here-to ease loan terms, differs from actions assumed in the baseline. The two
pieces combined makes it more 8 modification to me than a workout.

From:

To

Sent: Mon Jan 03 15:01:57 2011

Subject: RE: Solyndra restructuring update

it seems ilke this could be viewed as a workout No imminent default, but the definition of workout also covers “troubled
loans.® | would feel differently if DOE were providing addttional capital beyond the existing $535M obllgation, but this fs
basically easing our loan terms so that Solyndra can atiract new capital to Increase the chances of the project succeeding.
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Having said this, workouts should only proceed if the cost of the workout is less than the cost of default, and that does not
seem to be the case given Kelly's analysis. I'm not sure we have any leverage against DOE if this is a workout and we
disagree about the cost, other than we would need to approve the costs as included in the current, not-yet-approved

reestimate.

I'm not the expert here, obviously, and | welcome your further thoughts.

From: NN

Se ary 03, 2011 2:55 PM
Tot

Subject: Re: Solyndra restructuring update

Thanks. For what it's worth, this looks like a modification to me. Kelly also forwarded an article that suggests DOE may
have already modified the loan in June (by giving up IP rights), but did not update the cost.

If there Is a policy call to view this dI

minimum should bﬁﬁ yse I i

fferently, we will have a hard time walling this off on other Title 17 deals, butata
a5 £ for mpgaseealistic gtes on new deals.

B d’ﬂout or a modification. 1 will go to the 3:45.

From: NN
Sent: Monday, January 03, 2011 2:44 PM
To:

Subject: Re: Solyndra restructuring update

| am headed to the optometrist-should n#o pe alit mhﬁ ; i

W

From:

To:

Sent: Mon Jan 03 13:42:36 2011
Subject: Re: Solyndra restructuring }

Let me know if folks think it would be helpful afid | can e&:45,u OO
email from Thursday. | have some aftemoon appts. But can work around them.

P any questions you have on my

Kelly's analysis confirms our earller concem that DOE's restructuring could effectively result In higher costs than
liquidation at this point. Whiie it doesn't change my preliminary view on this, note that this is Title 17's first award, and
therefore DOE is likely to be very sensitive about optics if it should default.

F of

To:
Cc:
Sent: Mon Jan 03 13:15:01 2011
Subject: FW: Solyndra restructuring update

Per my last email.
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Budget Review Division
Policy Analyst, Federal Credit Programs

ifflce of Manaiement and Budget

From: Colyar, kelly T. )

Sent: Mon January 03, 2011 12:40 PM
To: Saad, Fouad P.; Carvoll, J. Kevin
Subject: RE: Solyndra ng update

| pulled together a quick spreadsheet to look at DOE’s liquidation value analysis. Their numbers on the cost of the
bullding seemed wildly off to me so | went back to check the original Independent Engineer’s Report {February 2009)
and the Fitch Report (August 2009).

2 i piecet), sothe P, intangibies, etc. are ascribed no value. |
boifit, fut k would be first out (cushioning DOE’s recovery). The
bit Bogd ndt assume the correct cost for the building. Adding this
bnel dtkidsing, gives a much different recovery estimate in this

This assumes totafliqu]
also do not know pow
bottom line is thaj DOE
cost back in and $ing| ¢
scenario than DOE ass# 3 Bk

bR tlaniDOds|

Mdarditnporiariily, the recoveries In this analysis ar

o

1

significantly HIGHER tHarsUiG e =11 E‘.;-_—._._u. :a_:uf- E!gsﬁ irproposed restructuring (DOE assymes 23% 38%).
n other word .WETﬂL -umff?’mmyﬁﬂ fay restructuring inder DOE's proposs

| can confirm this analysis with DOE, but the value of the land and building in my analysis are supported by the
Independent Engineer and Rating Agency reports prior to closing.

J\CREDIT\En Title olyndra\O 2010’ dra Liquidation Comparison.xisx

\T AN

;'rom: Mertens, Richard A.
Sent: Monday, January 03, 2011 11:08A
To: Mas, Alex; Ericsson, Sally C.; Timb giagd

Cc: Carroll, ). Kevin; Colyar, Kelly T.; 5-4-. foge
Subject: FW: Solyndra restructuring uptate &

Attached and below are background for today's 3:45 pm meeting.

From: Saad, Fouad P. .
Sent: Wednesday, 22, 2010 6:01 PM
To: Colyar, Kelly T, “
Cc: Carroll, ). Kevin

Subject: Solyndra restructuring update

We had a call with DOE yesterday (12/21) on the Solyndra restructuring, that was informed by the attachments to this
emall that Frances sent prior to the call. Below are some of the key take-aways from my notes:
. Seethe PPT presentation attached for an update on the company’s statﬁs, DOE loan amounts disbursed ($460
out of $535 as of Dec.), background on the consolidation plan, etc. )

352



Page B30

DOE asserts that this restructuringis a work-out, as Solyndra {the parent) will run out of cash as of January,
2011, and while the project’s finances would at first glance be fine, it would be greatly impacted by a Solyndra
bankruptcy given how Integral the parent is ta the project.

DOE and its contractors has reviewed Solyndra’s consolidation plan, which calls for $150 miltion In additional
capital to achleve construction completion in Q2 of calendar year 2011 and turn cash flow positive in Q1 2012,
DOE has not, however, sought any independent third party validation of the plan and estimates; they have
sought to assess its reasonableness internally. They have also not sought any external support from
restructuring specialists over the past few months

As we learned from DOE last week, Solyndra’s investors will be contributing 475 million over the next 2 quarters,
during the same time period during which DOE’s remaining $75 million loan disbursements occur. This equity
contribution would be ranked pari passu with DOE’s remaining senior debt ($150 million). The balance of DOE’s
debt $385 would be become “senlor second position,” along with the equity investors’ most recent capital
contribution of $175 miffion, which they put in as convertible debt {and for which they gained rights to
Solyndra’s IP, apparently). Using Original Issue Discount (OID) nates in impiementing thls re-structuring DOE’s
debt {$385m) wouid be discounted by 30%, the investors’ convertible notes {$175m) are to be discounted by

55%- I % "!_ § Eoad 1 B - 8 PHERE 5
However, J* Q ;al! !51 Infusién wo [- He allowed to receive first payment preference in 2
liguidatiof] prigr t@& March i ; s‘ hight effectively subordinate even DOE's remaining

ol

senlor sedyred] | d It does, and that their counsel {LGP and DOE) had
been invajved§ gouested DOE's legal position on this.

DOE expijns

k" @ h the an documentation, with a capacity limit of
300MW alitidige b t ¥ d L ublinited cjaims to the IP itself, and indeed the IP was later
pledged to'the révesto S heaiidid the mol WidbniB@% million in capital. DOE’s contemplated
restructuring would pledge this IP fully to DOE. It would also give DOE recourse to alf the assets of Solyndra, the
parent (asses, contracts, IP, etc.).

DOE helieves recoveries that would resuit from this restructuring would exceed recoveries if the project were to
default today. They have provided their analysis. Thelr approach seems reasonable to me, although it depends
on the feasibility of the consolidation pian, and various assumptions around the value of Solyndra as a going
concern If it gets the capital it fi¥edsjand migkds £ . POE fSpdis * 'dfferent comparable valuation

approaches that led to similar g D12), and conclude the government is
better off restructuring now thg [

- While this may be true, the terg btde af goé -: iy gpuld have been for the government.
Next steps:
- Review DOE's legal position re:feiyed o

Determine whether we concur th
Tee up any policy considerations, prior to DOE’s proposed closing date for this restructuring, January 10.

Nora, if you had other notes / take-aways, please feel free to chime in.

¢ — S A=Wt s ¢ w @@ D 0o e e e oy o r————t & -

From: Nwachuku, Frances
Sent: Tuesday, December 21, 2010 1:05 PM
To: Saad, Fouad P.

Cc: Colyar, Kelly T.

Subject: RE: follow up

Find attached the recovery analysis as promised.
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Frances

Frances I. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office-
US Department of Energy

1000 independence Avenue SW
Washington, DC 20585

From: wachiks, rnces (N
Sent: Monday, December 20, 2010 5:
To: Sead, Fouad P. = A : ,

Cc: Colyar, Kelly T.
Subject: RE: follow up

overy analysis is contained in the

Yes, it does. Please find attached the i
ne Bditing it. Happy to send you the

Credit Paper which | am still reviewing 3
portion that contains that information, §

Frances

Frances I. Nwachuku

Director

Portfolioc Management

Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585
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From: Colyar, Kelly T.

maemn § e A . b S b

From: Saad, Fouad P.

Sent: Monday, December 20, 2010 5:28 PM
To: Nwachuku, Frances

Cc: Colyar, Kelly T.

Subject: RE: follow up

Hello Frances,

Does tomorrow at 2:30 still work for DOE?

Fouad

P — — -a——— -

Sent: Friday, December 17, 2010 5:33 PM

Cc: Saad, Fouad P,
Subject: RE: follow

Sorry—meant to

From: Colyar, Kel
Sent: Friday, Dede
To: 'Nwachuku, [2
Subject: RE: follg

I ‘xi .u

That sounds great. | am hoping to be out part of next week, but Fouad Is available if | can’t join the call, Should we plan
to discuss Tuesday after we have a chance to lock at the materials Monday evening? Does 2:30 Tuesday work for a call?

. eviséd cost estimate.

By COB Monday, we will send over the requ 3tted Information. In additidh to the proposed deal structure and model, it
will contain our assessment of recoverles under two bankruptcy scenarios - pre-project completion and post project
.completlon/restructuring. Existing technical defaults were waived prior to funding (I believe that it was just the one

default).

Frances,

From: Nwachuku, Frances|
Sent: Friday, December 17, 2010 5:20§P1g

To: Colyar, Kelly T. ¥
Subject: RE: follow up

Kelly,

Please let me know when you are avaijphie?

Frances

Frances |. Nwachuku

Director .

Portfolio Management:

Loan Guarantee Program Office -
US Department of Energy :
1000 independence Avenue SW
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Washington, DC 20585

Sent: Thursday, December 16, :

To: Nwachuku, Frances
Subject: follow up

Frances,

Thanks again for the call earlier this week. | wanted to follow up on a few items. Specifically, do you have the summary
of the proposed revised terms and financial model we discussed?

As | mentioned, we should also d rs for the revised cost estimate. We will need to wrap this up
before DOE signs tjie agiendedloapagreemants. Wesibhged to Ig in a little deeper later on the specific cashflows, but
below are the firs§ orde estiofs el ned i thrbugh ingdeveloping the cost estimate. Specifically, we need
the analysis suppgrting the Setegming jorithat the Eedftestructuring would constitute a workout captured in the
re-estimate, vs. agnodjficatici ral the mg hsierations in this determination are whether the
restructuring is done as afaslt ¢F Sefault {7 imininent defabit where the borrower is not expected to be able to
repay the currengdeb}); and ¥ ; he restiuchiing is 'ﬁ than that of default or foreclosure, and
optimizes recovetjes 1¢ ;

1. Doyouha nat : bnéhrecdvenesnder the proposed and various alternative scenarios

(e.g., calling default today or other alternatives)?

2. We understand DOE waived the requirement for the first equity payment to fund the cost overrun facllity. Are
there other covenants/requirements for which Solyndra s not in compitance or which DOE anticipates the
borrower may not be in compliance? This would helpfn thinking through the particular scenario to model in this

case. :
Finally, should we schedule the discusslory i e bniay?f Do} materials you could circulate for
that discussion? 1 found the Solyndra gresihtafiory b Dictoperyve help ight be heipful to have some
background on that to heip guide the "5-»-"-{-;-. pasviglly & i
Let me know If you have any question ! j'.- ;
H - H g &

Thanks.
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From:

Sent: 03, 2011 8:27 PM
To:

Ce:

Subject: : ra mig readout

One addition to my notes below. Alex asked where Treasury was on the Issue and Kelly responded that Treasury doesn’t
have a statutory responsibliiity here so is not likely to oplne officially. Alex asked Energy branch to reach out to Treasury
to see If they would agree, at feast analytically, that the restructuring is not In the USG’s best interest.

Budget Review Division
Policy Analyst, Federal Credit Programs

and | attended the meeting with Alex, Sally, Steve Aitken, Bill Richardson, Rick Mertens and the Energy branch.
Below |s a readout as well as detalls on follow up dellverables.

Kelly and Fouad explained the Issues with DOE’s restructuring proposal. Alex seemed to think that fiquidating the project

now was the best option in terms of the Govegnment’s Interest, but wantgd ta tee it up for Jeff Zients and eventually
Jack. The question for Jack would i i * the Mt rugtuliog By “ efon whether OMB should play an
_ active role in these types of decisions. $evelang 'd o fp : h Suhordination question toSusan
Richardson at DOE and cc them both. Ve B ol :-!-.'_-‘ sdifference Betwaet rk-omandamodlﬂcaﬁonand

explained the issue with the lack of AR Rhdich lii jagons ' ‘

To tee up the proposal for Jeff, Alex askg
following. i |
1. DOE vs OMB liquidation analysigsf §. t  § iE
2. Broadereconomic analysls (expected Value future action, .e., restructuring or not funding the rest of the
original obligation) )
3. Market analysls (will the project be viable upon completion)
4. Subordination issues {placeholder for legal)
5, Likely timing of default if restructured/not restructured.

3B mesbo by COB tomorrow focusing on the

ACTION ITEM for CREDIT CREW: Bill Richardson asked If there was precedent for this level of intervention In other credit
programs to inform the decision as to the appropriate level of OMB Involvement. | said that we'd research some
examples, but | wasn’t aware of any off the top of my head. I'm sure there are examples in MARAD, RRIF or TIFA where
we've done work-outs which were in the USG’s best Interest, but are there examples where we’ve done 2 modification
because the restructuring was not in the best Interest of the Government? | know USDA does routine administrative
work-outs in which OMB s not Involved but the agency assumes some level of work-outs In the originai subsidy rate.

Patrick, please let me know if | misstated anything. Thanksl
’ 341
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Bu!get !evlew Division

Policy Analyst, Federal Credit Programs
Office of Management and Budget
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From: Ericsson, Sally C.

Sent: Wednesday, December 08, 2010 7:18 PM

To: Browner, Carol M.; Aldy, Joseph E.; Zichal, Heather R.
Cc: Mas, Alex

Subject: Solyndra liquidity crisis

Heads up - 'm sure you already know this. Negotiations are still fluid.

DOE has shared with us (and Treasury) that Solyndra Is in the midst of a severe liguidity crisls. In its negotiations
with Solyndra investors regarding potential restructuring options, DOE has created a deadlme THIS FRIDAY that
may precipitate a meltdown that would likely be very embarrassing for DOE and the Administration. We should
know by COB tomorrow if Solyndra will meet this deadline.

DOE has md lcated to Solyndra that they will not dtsburse the next scheduled loan disbursement {expected this
pasgrentioeatots cgmmit to making an additional $75 million equity
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From: Colyar, Keily T.

Sent: 2 Tuesday, December 14, 2010 7:27 PM

To: Carrol, J. Kevin; Mertens, Richard A; Saad, Fouad P || N EEEEENN
Subject: RE: Solyndra

We didn’t, but! think we should consider taking this into account when we score future deals.

From: Carroll, J. Kevin

Sent: Tuesday, December 14, 2010 7:25 PM

Tor Colyar, Kelly T.; Mertens, Richard A.; Saad, Fouad P.J I
Subject: RE: Solyndra

Did anyone ralse the issue of how cost overrun facilities might be scored (or nat) in future deals as a result of
DOE's willingne )“f Kive tem? .

DOE provided an ugtia o Solyfitird ,--,,,--,f_'-- g B difficult to follow. However, below are the key

terms we understood from today’s discussion. DOE ndicated they would send us a brief summary to clarify the
proposed changes. :

DOE indicated that Solyndra was unable to attract new investors for their additional equity requirements, DOE also
recently walved a requirement {i.e., avoided a technical default) under the loan agreement that required Solyndra to
fund a cost everrun facility. DOE has ajfied R p i P e pip B guarantee basedon 3
commitment from existing investors togprg : i &bda s, existing investors will provide
an additional $150 million In senlor deti ti 2 Ba
into two tranches; $150 million which @il §
remalning $385 miftion which will becof

o et

¢ debt from Investors and the
fill also be discounted significantly
be changes to the loan agreements on

and the loan will also be extended
Or arou ;
We have requested some additional informat We Ms to how the proposed changes

maximize the potential recoveries for the US. government since this was not Immediately clear. We will also follow up
regarding the proposed structure’s compliance with the statutory requirement that the DOE guaranteed debt not be
subordinate to other financing and the implications for the credit subsidy cost estimate under the proposed terms.

From: Colyar, Kelly T.

Sent: Monday, December 13, 2010 4:43 PM

To: Mertens, Richard A.; Carrofl, J. Kevin; Saad, Fouad P; ]

Subject: RE: Solyndra

We were unable to have the cali with DOE today to get an update on Solyndra. We have rescheduled for 3:30
tomorrow. :
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However, | understand from FFB that DOE is trying to arrange a small disbursement today (well after normal hours for
these activities) while they continue additional negotiations with Solyndra, This potential disbursement will not include
the next progress payment to the General Contractor. That disbursement is still contingent upon ongoing negotiations

between DOE and Solyndra/investors.

i o

From: Colyar, Kelly T.
Sent: Friday, December 10, 2010 7:32 PM
To: Mertens, Richard A.; Carrol, 3. Kevin; Saad, Fouad P.;

Subject: Solyndra

DOE is still working through discussions with Solyndra and their investors. They have extended the deadline for the
immediate funding on the existing loan from today to next week,

rroms och, Forc= SR
Sent: Friday, December 10, B

To: Colyar, Kelly T,
Subject: RE: foll

Hi Kelly,

thorny.jssue yet to be resolved and are still trying to be
orf though this is way past the end of the business day).

Let's pian to catch

Frances

Frances |. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585

- |
; .
-

From: Colyar, Kelly T.

Sent: Friday, December 10, 2010 3:22 PM
To: Nwachuku, Frances

Subject: RE: foliow up

Hi Frances,
Just wanted to follow up to make sure all went ok today. Was there a disbursement to Solyndra?

From: Nwachuky, ancsF
Sent: Thursday, December 09, 2 3

To: Colyar, Kelly T.
Subject: Re: follow up
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Thanks, Kelly. Have a great weekend and talk to you soon. Feel better.

Frances

oo o I

To: Nwachuku, Frances
Sent: Thu Dec 09 16:44:00 2010
Subject: RE: follow up

Frances,

Thanks for the update and good luck with negotiatior 5. That sounds like a good plan. VIl get a line for Monday and find
“{tet me know If you need anything In the Interim.

some times later In the week for a discussion orf> i3 =

Kelly

Sent: Thursday, Pece
To: Colyar, Kelly 1.

Hope you are fee o : D I’ a 1 B &= ' 4 1 |
We have been in discussions with the company and major investors all of today (still negotiating as | type). It appears we
may be close to a deal in line with what we believe to be acceptable. Funding tomorrow may therefore be a possibility.

Let's plan to talk next week. Given that we have been fully engaged in this process all week, | would suggest that we

Caks

+.<Jto Wednesday or Thursday. We can still provide feedback on Solyndra on

move the Monday discussion onljs# <.
o R ﬁ _ ”1 7

Monday, should we fund tomorrow.

ek

Rest up. i

Frances

s

e (L [ e

o voaw
5]

i
. ] i
To: Nwachuku, Frances . 2 ) §
Sent: Thu Dec 09 12:50:032010 &+ ix,«' L Vroa “»f 4
Subject: foillow up ! ‘

i~

IS

Hl Frances,

Thanks again for the call yesterday. | wanted to follow upona couple of items. Do you have a sense of where
tomorrow’s disbursement stands? Do you have know approximately how much that disbursement might be?

Also, you mentioned a potential call Monday. Does 2:30 work for you?

Unfortynately, | am at home sick today. However, Pm checking emall or feel free to give me a call here if you prefer to
discuss via phone. My number i—

Regards,

Kelly
2751
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From: Carroll, J. Kevin .

Sent: Wednesday, December 15, 2010 9:57 AM
To: Mertens, Richard A,

Cc: Aitken, Steven D.

Subject: FW: Solyndra

There are some questions at the staff level about how DOE is going about the restructuring
for Solyndra. At least one involves the legal question of what 1763(d) (3) means for their
plan to make some of the debt "junior" té the new debt. (see below) I think they have
stretched this definition beyond its limits.

3) SUBORDINATION.-The obligation shall be subject to the condition that the obligation is
not subordinate to other financing.

-----Original
From: Colyar, Ke
Sent: Wednesd
To: Carroll, I
Subject: Fw: 3

I agree with

----- nal Message -----
From:
To:; Colyar, Ke

y I.
sent: Wed Dec 15 97:39:10 2010
Subject: Re: Solyndra

I agree with your questions, agdigwgnger fvhpther! gh koht§ st rpally giving more to the
parent than recovering for doef Ef k8 Bl okdlro Bed ok s Bwpite up of the terms and
analysis of what happens abseni the dharige : :lme following the details
over the phone. il |

nninen

For a workout, we need to dete -: thgrep nat ki proj :
ghe ic ek teady w -:. al recoveries from the Govt.

default (sounds close here); ;-'_:'r '-

A workout sometimes will have diffedent termé than the statute holds for the original loan
put I think your questlons would add color to #2 above. Is it really a better deal than
nothing? If the answer 1s still yes, then we would need to price into future deals recovery

rate that DOE will accept lower than optimal recoveries,
----- original Message -----

From: Colyar, Kelly T.

Sent: Wed DeC v22:54 2018

Subject: Solyndra

on Solyndra, do you have thoughts on whether the proposed changes constitute a re-estimate VS
a modification? Also, I am looking at whether the junior debt is consistent with the statute.
More broadly, if the debt is discounted, I'm curious if that is consistent with a reasonable

bald
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prospect of repayment. If a modification (vs workout), this seems problematic to me. Do you
have thoughts?

I

it

-
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From: Colyar, Kelly T.

Sent: Wednesday, December 15, 2010 %
_To: Saad, Fouad P.; Carroll, J. Kevin;

Subject: RE: Solyndra

Yes, your examples are modifications--there is no imminent default. If default were
immirent, that is typically a workout (i.e., re-estimate).

I'm going back through the Solyndra Term Sheet to refresh myself on a few points. One item
we should ask DOE to provide is a compliance checklist. After the reminder on the issue of
the funding for the cost overrun facility, I checked the covenants and events of default to
see if there were other obvious questions. It seems there are:

1. Reps and Warranties: the Borrower and Spensor are in 'good standing'. Clearly they are
not, but I doubl;DOE Q3Sc b pherewiibal .} pforcg, this in and of itself.

2. Reps and Wagrdng bk {He Wbrrswer land f SEonEony' s § Solvency’ . Again, gquestionable, but they
are not technifall )

3. Events of Defe
expected to oggurd
material adverge 4
Transaction Dofumes
Solyndra Inc. iis I
that I assume ROE

d Spofsof thatl could reasonably be expected to have a

LF €hel shéndor to perform its obligations under any

WU jEat fto ropriate cure periods.’' Clearly,
g4 dbEigation, but the wording is fuzzy enough

: bndlort {ng wighout a specific breach of contract on
the part of SoIfihdr¥ Ihc PewiICH DPINEs mestosy point,

4. Evepts of Default: 'failure to fund when required or other default with respect to the
Base Equity Commitment or the Overrun Equity Commitment'. The sponsor is required to fund $5
million into the cost overrun facility each month for 6 months until the facility has $30
million starting 15 months after financial closing, The first payment was due this month--
which -DOE waived. They owe $5 million each month for the next 5 months. Since they have no
capital to fund this amount, DOE will either peed to waive each of these payments or they can
call a default. Since DOE has (M uber thahds' § * w#-'-’- A afdefault at any point), I am
vastly confused by DOE’S decis' hegbtigtelavay Fhell 3¢ lop position in this
transaction. Investors are not fpu & i} hdrefedulty becagsp fyqy can imagine they do not
believe they will get any ‘recgvept aljoutt refurisy § % addition, they are not
putting in subordinated debt, Rul:g that i& réplaciiig POE-they are displacipg DOE’s
potential for recoveries in a defg takso want l ookf at the inter-creditor
agreements. As a senior lendeg ma) hve} hoge] abiflity to control a default

g shall have occurred or can be reasonably

- - il kg

situation and/or have other Tighg ‘ i %5 DEE—¢} V‘. I
Also, I have always been confused by DOE's claims that theig negotiated deal will improve
DOE's position because DOE would get the IP in the collateral package. My memory was that
DOE got the IP. This was correct since the Term Sheet includes 'all intellectual property,
licenses, general intangibles and goodwill®, In the operating of the company, the project
company had a license for the IP. However, DOE's collateral package included the IP (meaning
DOE got it outright in a default). We had significant discussions on this prior to
conditional commitment at DOE since the reality is that if the company went bankrupt and DOE
wanted to continue operating it, they would have the IP, but likely have to rehire Solyndra
personnel to run it due to the proprietary nature (which limits its valuve). Nevertheless,
the point is DOE had the IP. I'm not sure what DOE was negotiating for unless the definitive
joan documents at closing differed from the Term Sheet or was somehow not perfected. This
would be troubling since the cost estimate assumed DOE had the IP in the collateral package.
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----- Original Message-----

From: Saad, Fouad P.

sent: Wednesday, December 15, 2018 10:99

To: Colyar, Kelly T.; Carroll, J. Kevin;_
Subject: RE: Solyndra

1 am clear on how the two are paid for, and if there is discretion in this decision, I would
lean towards DOE having to pay for Solyndra's proposed changes through BA. I am raising the
question of what distinguishes between a modification and re-estimate, a questions we've
raised with credit crew in the past.

1f a workout requires DOE to take action, doesn’t it still constitute a modification? So
even if a default were not imminent, but DOE approved a material change to a loan (say,
extending the tenor to reduce debt service to avoid non-imminent default down the road), this
e a_govt. action and modification.

r¥a)

to a new owner who could back-stop debt
borrowing entity throughout the sale, this

T P PR hidrefdefault is not imminent, DOE approves the
sale of a projecththallwas : ¢
A : on that would be at least a modification,

_% B
In short, I tig niwas government action, not default

imminence.

----- Original Message-----
From: Colyar, Kelly T.

Sent: Wednesday, December 15, 2010 9:57 AM
To: Saad, Fouad P.; Carroll, J. Xevin;
subject: RE: Solyndra

's BA. Workouts are paid
1ly, the difference is
If yes, then workout.

The difference is a modificati
through permanent indefinite =
whether there is an imminent di

Fron: Saad, Fouad P. | TRV RYBURYAY
sent: Wednesday, December 15, 2 3254 S 8 M
To: Colyar, Kelly T.; Carroll, J. Kevin;

subject: RE: Solyndra

1'm not sure I understand how this could possibly NOT be a modification. DOE clearly has to
take action no matter what the restructuring looks like, right?

Also as a modificatien, DOE would have to fund increases to the credit subsidy, which seems
appropriate here. Frances argued that since they downgraded Solyndra to a CCC in the
reestimate, any increases in cost may have already been captured. But 1) we haven't approved
the reestimate, and 2) this isn't just about, credit quality deteriorating (an external
factor); they are actively seeking loan changes from DOE, and haircuts / subordination of the
USG's debt. I can't see how DOE could accept such changes and not call it a modification
(and therefore pay for it from their 1705 subsidy).

2734



Finally, working through this as a modification would seem to give us a bigger hook, if we
think we should exercise it.

----- Original Message-----
From: Colyar, Kelly T.

sent: Wednesday, December 15, 2018 8:15
To: Carroll, J. Kevin; Saad, Fouad P.;

Subject: Fw: Solyndra

1 agree with [l thoughts here. Note she had the same question on pricing future deals as
we discussed yesterday.

----- i esSage -----
From:
To: Colyar, Kelly T.

Sent: Wed Dec 13 03:10 2010

U fquisy » §ad ondey Bbrithis workout is really giving more to the
parent than reécovgriggh jef Hithin) Pefy tg see DOE's write up of the terms and

ot flapBerts! dseng thecliange; § I hag a very hard time following the details
over the phong. 3 & Ri 88 B! 1B et E

-';. 4t [1) the project truly is in imminent
iofdl to the optimal recoveries from the Govt,

A workout sometimes will have different terms than the statute holds for the original loan
but I think your questions would add color to #2 above. Is it really a better deal than
nothing? If the answer is still yes, then we would need to price into future deals recovery
rate that DOE will accept lower than optimal recoveries.

----- Original Message -----

From; Colyar, Kelly T.
o
sent: Wed Dec 15 ©7:22:54 2016]

Subject: Solyndra

On Solyndra, do you have thougf

langes constitute a re-estimate vs
' onsistent with the statute.

a3 mod = » KIS0, B DOHS ";.. i R0 -l RioR (P ;

More broadly, if the debt is ~i 0 ? ed} t' urgousid ?’ is fonsistent with a reasonable
prospect of repayment. If a modification (vs®workout)5 tils seems problematic to me. Do you
have thoughts?
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From: Colyar, Kelly T.

Sent: Thursday, December 18, 2010 6:57 PM
To: Nwachuku, Frances

Subject: follow up

Frances,

Thanks again for the call earlier this week. 1 wanted to follow up on a few items. Speclfically, do you have the summary
of the proposed revised terms and financial model we discussed?

As | mentioned, we should also discuss the parameters for the revised cost estimate. We will need to wrap this up
before DOE signs the amended loan agreements. We'll need to dig in a little deeper later on the specific cashfiows, but
below are the first order questions we'll need to think through in developing the cost estimate. Specifically, we need
the analysis supporting the determination that the proposed restructuring would constitute a workout captured inthe
re-estimate, vs. a modification. Typically, two of the major considerations in this determination are whether the
restructuring is done as a result of a default or imminent default (where the borrower is not expected to be able to
repay the current debt); and whether the cost.of the restructuring Is less than that of default or foreclosure, and
optimizes recoveries for the U.S. gevérpaeatesy =i

1. Do you have an analysisf ¢
(e.g., calling default todady dr d

ligs under the proposed and various alternative scenarios
B

2. We understand DOE waigétiihe retiu saferaherfibetEquity payment to fund the cost overrun facility. Are
there other oovenants/n:quirements fo: which $olyndra Is not in compllance or which DOE anticipates the
borrower may not be in compliance? This would he Ip in thinking through the particular scenario to model In this
case,. '

bihbve any materials you could circulate for

Finally, should we schedule the discussion on} ‘ t
1,$/t might be heipful to have some

that discussion? | found the Solyndra present:
background on that to help guide the discussio
Let me know if you have any questions or wouliffl

Thanks.

2705
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From:

Sent: Wednesday, December 22, 2010 6:08 PM
To: Saad, Fouad P.; Colyar, Kelly T.;

Ce:! Carroll, J. Kevin;

Subject: RE: Solyndra restructuring update

I obviously need to run through the materials (thanks for sharing), but one question—how Is this a workout {actions
taken to maximize recovery given imminent default) if the project is “at first glance be fine*?

if this does proceed as a workout, | think we'll need to carefully consider what this would mean for future loan.
guarantees and scoring.

. y argued that even with innovative technologles and some of the more creative structures
; ef ect finance—the insulation of the project from the riskiness of the

fid always take every step necessary to maximize

s allowing terms that are more favorable to equity

ng. 'en if it Is a higher recovery than doing nothing,
govemment on a project in imminent default.

From: Saad, Fouad P. .

Sent: Wednesday, December 22, 2010 6:01 PM
“Yo: Colyar, Xelly T.;

C¢: Carroll, J. Kevin

Subject: Solyndra restructuring update

We had a call with DOE yesterday (1
email that Frances sent prior to the cal

- See the PPT presentation attac
out of $535 as of Dec.), backgrs

- DOE asserts that this restructuny
2011, and while the project’s Tipa
bankruptcy given how IntegralNe paj )

. DOE and its contractors has reviewed Solyndra’s consolidation plan, which calls for $150 million in additional
capital to achleve construction completion in Q2 of calendar year 2011 and turn cash flow positive in Q1 2012.
DOE has not, however, séught any independent third party validation of the pian and estimates; they have
sought to assess its reasonableness intemally. They have also not sought any externai support from

restructuring spectalists over the past few months

- Aswe learned from DOE last week; Solyndra’s Investors will be contributing $75 million over the next 2 quarters,
during the same time period during which DOE’s rémaining $75 million loan disbursements occur. This equity
contribution would be ranked pari passu with DOE’s remaining senior debt (5150 million). The balance of DOE's
debt $385 would be become “senlor second position,” along with the equity investors’ most recent capital
contribution of $175 million, which they put in as convertible debt (and for which they gained rights to
Solyndra’s IP, apparently). Using Original issue Discount (OID) notes in implementing this re-structuring DOE’s -
debt ($385m) would be discounted by 30%, the investors’ convertible notes {$175m) are to be discounted by -

55%.

% h formed by the attachments to this
; ' my notes:

HOE loan amounts disbursed (5460

1l run out of cash as of January,

mMoaciel DV a SOV

605
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- However, the investors’ new $75 million infusion would be allowed to recelve first paymen' t preference in a

iguldation prior to March 2013. We asked whether this might effectively subordinate even DOE’s remaining
! senior secy rewE stated that they did not believe it does, and that their counsel (LGP and DOE) had
been invoived Richardson, and Harrls). |have requested DOE’s legal position on this.

- DOE explains that it had “access” to Solyndra’s IP in the original loan documentation, with a capacity limit of
300MW anticipated for Fab 2; DOE did not have unlimited claims to the IP itself, and indeed the IP was later
pledged to the Investors who provided the most recent $175 milllon In capltal. DOE’s contemplated
restructuring would pledge this IP fully to DOE. it would also give DOE recourse to all the assets of Solyndrs, the
parent [asses, contracts, IP, etc.).

- DOE believes recoveries that would result from this restricturing would exceed recoveries if the project were to
default today. They have provided their analysls. Their approach seems reasonable to ime, although it depends
on the feasibllity of the consolidation plan, and various assumptions around the value of Solyndra as a going
concern If it gets the capital it needs and makes it to 2012. DOE used two different comparable valuation
approaches that led to similar results {$200 to $300 million valuation in 2012), and conclude the government is.
better off restructuring now than letting it default.

- While this
Next steps:
- Review

From: Nwachuku, Frances

Sent: Tuesday, December 21, 2010 1:05 PM
* Yo: Saad, Fousd P,

Cc: Colyar, Kelly T. H

Subject: RE: follow up

Find attached the recovery analysis as

Frances

Frances I. Nwachuku

Director

portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585

N

From: Saad, Fouad P.
Sent: Monday, December 20, 2010 7:07 PM N

. rm— b
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To: Nwachuku, Frances
Cc: Colyar, Kelly T.
Subject: RE: follow up

Thank you, Frances. I'll arfange a call-in number tomorrow and circulate.

Having a preview of the recovery analysis would be very helpful, if that’s ready before the full Credit Paper.
Thanks for offering to send that.

Foyad

rrom vachos, Fancs I
Sent: Monday, December 20, 2010 5:59

To: Saad, Fouad P.

Ce: Colyar, Kelly T.

Subject: RE: follow up
Yes, it does. Plea
Credit Paper which | Bg
portion that contgins'§

Frances

Frances |. Nwach

( Director

Portfolio Management )
Loan Guarantee Program Office
US Department of Energy
1000 Independence Avenue SW
washington, DC 20585

—From= Saad, Fouad P. §
Sent: Monday, December 20, 2010 5:28 H
T To: NWachURU; Franoes

cc Colyar, Kely T.
Subject: RE: follow up.

Hello Frances,

Does tomorrow at 2:30 still work for DOE?

Fouad

From: Colyar, Kelly T.
( Sent: Friday, December 17, 2010 5:33 PM
: To: Nwachuky, Frances

Cc: Saad, Fouad P.

Subject: RE: follow up
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Director

Portfolio Management H

Loan Guarantee Program Office !

US Department of Energy

1000 independence Avenue SW

Washington, DC 20585

. |

B EmAnu

Sorry—meant to cc Fouad here.

From: Colyar, Kelly T.

Sent: Friday; December 17, 2010 5:33 PM
To: ‘Nwachuku, Frances'

Subject: RE: follow up

Frances,

That sounds great. | am hoping to be out part of next week, but Fouad is available if | can’t join the call. Should we plan
to discuss Tuesday after we have a chance to look at the materials Monday evening? Does 2:30 Tuesday work for 3 call?

From: Nwachuku, Frances

‘Sent: Friday, December 17, 2010 5:20 PM

To: Colyar, Keify T.
Subject: RE: foliow up

Kelly,

Please let me kno§ ers-of the revised cost estimate.

By COB Monday, e Boh. g Indaddition to the propbsed deal structure and model, it

will contaln our a Y Fenadps - pre-project completion and post project
completion/re od pHor to funding {I believe that it was just the one
default}.

Frances

Frances |. Nwachuku

N e
»
o

o R —
Sent: Thirsday,. Decem .

To: Nwachuku, Frances

Subject: follow up

Frances,

‘Thanks again for the call earlier this week. | wanted to foliow up on a few ltems. Specifically, do you have the summary
ofthe proposed revised terms and financial model we discussed? '

As| mefitioned, we should also discuss the parameters for the revised cost estimate. We will need to wrap this up

before DOE signs the amended loan agreements. We'll need to dig in a little deeper later on the specific cashflows, but

below are the first order questions we'll need to think through in developing the cost estimate. Speclﬁcally, we need
608



Y 690

the analysis supporting the determination that the proposed restructuring would constitute a workout captured in the
re-estimate, vs. 3 modification. Typically, two of the major considerations in this determination are whether the
restructuring is done as a result of a default or inminent default (where the borrower is not expected to be able to

repay the current debt); and whether the cost of the restructuring is less than that of default or foreclosure, and
optimizes recoveries for the U.S. government.

1. Do you have an analysis of potential iosses and recoveries under the proposed .and various alternative scenarios
(e.g., calling default today or other alternatives)?

2. We understand DOE waived the requirement for the first equity payment to fund the cost overrun facility. Are
there other covenants/requirements for which Solyndra is not.In compliance or which DOE anticipates the

borrower may not be in compliance? This would help In thinking through the particular scenario to model in this
case. :

Finally, should we schedule the discussion ofor Monday? Do you have any materials you could circulate for
that discussion? | found the Solyndra presentation in October very helpful. It might be helpful to have some

background on th {‘guw?q
feStiors br

Let me know if yo ha a

Thanks.
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From: Saad, Fouad P.

Sent: Wednesday, December 22, 2010 6:05 PM
To: Nwachuku, Frances

Cc: Colyar, Kelly T.

8ubject: RE: follow up

Frances,

Thank you very much for taking the time to walk us through the detalls of the proposed restructuring on the call
yesterday. Could you please provide us with DOE’s legal position regarding Tranche A, and the view you explained

yesterday that the first payment preference for the investors’ equity contribution does not constitute effective
subordination of the DOE loan?

Thank you. |
Fouad

From: Nwachuku, Frances T
Sent: Tuesday, December 21, 28 g

To: Saad, Fouad P.
Cc: Colyar, Kelly T,
Subject: RE: follow up

Find attached the recovery analys

Frances

Portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 independence Avenue SW
Washington, DC 20585

Frances |. Nwachuku
Director

From: Saad, Fouad P.
m mndw, 0 CLEITIDE
To; Nwachuku, Frances
Cct Colyar, Kely T.
Subject: RE: follow up

Thank you, Frances. I'll arrange a call-in number tomorrow and circulate.

Having a preview of the recovery analysis would be very helpful, if that's ready before the fuil Credit Paper.
Thanks for offering to send that.

Fouad



rego i

From: Nwachuku, ano&m

Sent: Monday, December 20, R -
(‘ To: Saad, Fouad P.

Cc: Colyar, Kelly T.

Subject: RE: follow up

Yes, itdoes. Please find attached the presentation and the financial model. The recovery analysis is contained in the

Credit Paper which 1 am still reviewing and will send through as soon as | am done editing it. Happy to send you the
portion that contains that information, if you desire.

Frances

Frances |. Nwachuku
Director

Portfolio Management
Loan Guarantee Program Office -
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585

From: Saad, Fouad P.
Sent: Monday, Decembei
Q To: Nwachuku, Frances
Cc: Colyar, Kelly T.
Subject: RE: follow up

Hello Frances,
Does tomorrow at 2:30 still work for DOE?

Fouad

From: Colyar, Kelly T,

Sent: Friday, December 17, 2010 5:33 PM
To: Nwachuku, Frances

Cc: Saad, Fouad P.

Subject: RE: follow up

Sorry—meant to cc Fouad here.

From: Colyar, Kelly T.

Sent: Friday, December 17, 2010 5:33 PM
To: ‘Nwachuku, Frances'

Subject: RE: follow up

Frances,



That sounds great. | am hoping to be out part of next week, but Fouad is available if | can‘t join the call. Should we plan
to discuss Tuesday after we have a chance to look at the materials Monday evening?. Does 2:30 Tuesday work for a call?

( From: Nwachuku, mem
Sent: Friday, December 17, .
To: Colyar, Kelly T.
Subject: RE: follow up

Kelly,
Please let me know when you are available to discuss the parameters of the revised cost estimate.

By COB Monday, we will send over the requested information. in addition to the proposed deal structure and mode!, it
will contain our assessment of recoverles under twb bankruptcy scenarios - pre-project completion and post project

completion/restructuring. Existing technica! defaults were waived prior to funding (i believe that it was just the one
default).

Frances

Frances 1. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office g
US Department of Energy

1000 Inde pendence Avenue SW

Washington, DC 20585

s

From: Colyar, Kelly
Sent: Thursday, Decem
To: Nwachuku, Frances
Subject: follow up

VV1

Frances,

Thanks again for the call earlier this week. 1 wanted to follow up on a few items. Specifically, do you have the summary
of the proposed revised terms and financial model we discussed?

As | mentioned, we should also discuss the parameters for the revised cost estimate. We will need to wrap this up
before DOE signs the amended loan agreements. We'll need to dig in a little deeper later on the specific cashfiows, but
below are the first order questions we’ll need to think through in developing the cost estimate, Specifically, we need
the analysis supporting the determination that the proposed restructuring would constitute a workout captured in the
re-estimate, vs. a modification. Typically, two of the major considerations in this determination are whether the
restructuring is done as a result of a defauit or imminent default (where the borrower is not expected to be able to
repay the current debt); and whether the cost of the restructuring is less than that of default or foreclosure, and
optimizes recoveries for the U.S. government.

( 1. Do you have an analysis of potential losses and recoveries under the proposed and various alternative scenaribs
W (e.B., calllng default today or other alternatives)?



2. We understand DOE waived the requirement for the first equity payment to fund the cost overrun facility. Are
there other covenants/requirements for which Solyndra is not in compliance or which DOE anticipates the
borrower may not be in compliance? This would help in thinking through the particular scenario to model in this
case.

AR

Finally, should we schedule the discussion on Eﬁ'}g,ﬁ:;;j Monday? Do you have any materials you could circulate for
that discussion? | found the Solyndra presentation in October very helpful. It might be helpful to have some
background on that to help guide the discussion as well.

Let me know if you have any questions or would like to discuss.

Thanks.
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(

From:

Sent: Monciay. JAanusry Us. & 40 PM '

To: Saad Fouad P.; Carrof, J. Kevin
Subject: 0

Attachments: sw quddntlon.dwc SOIyndra Liquidation Comparison.xdax

| pulled together a quick spreadsheet to look at DOE’s liquidation velue analysis. Thelr numbers on the cost of the
bullding seemed wildly off to me so ! went back to check the original Independent Engineer’s Report (February 2009)
and the Fitch Report (August 2009).

This assumes total liquidation (i.e., scrapped and sold off in pleces}, so the iP, intangibles, etc. are ascribed no value, |
also do not know how much equity Is in escrow at this point, but it would be first out {cushioning DOE’s recovery). The
bottomllnelsﬂ\atDOE'sanalysIslsNmmlnﬂmndounotassumememmctmstfwthebuﬂdmg. Adding this
cost back In and w ‘-: h mumﬁmpmmasmmﬁucbdn&Mamumammmmweﬁmlnﬂﬂs

e e B e
{1 Srend WOty 1'. H f"“;?' “*.’ " o PR TUED BNEer UGS S ;.1',.‘.';2.--_ .
i can confim thiskane .lu !. ' l“! .’I huﬂdlnghmyanawslsarewpportedbvme
Independent Enggn ;l E ‘a .

(CREDIT\Enemy SiH ' 'H i3tio :--mv'i JOf. X5
;l;;ums,kldnd.ﬂ
Sent: Monday, January 03, 2011 11:03 £

C,; Tmbi Rk

Subject: Fi: Solyndra restructuring LSS

We had a call with DOE yesterday {12/21) on the Solyndra restructuring, that was Informed by the attachments to this
emall that Frances sent prior to the call. Below are some of the key take-aways from my notes:

- Seethe PPT presentation attached for an update on the company’s status, DOE loan amounts disbursed ($460
out of $535 as of Dec.), background on the consolidation plan, etc.
DOE asserts that this restructuring work-out, as Solyndra (the parent) will run out of cash as of January,
2011. and whae the project’s ﬂnances would at first glance be fine, It would be greatly impacted by a Solyndra
bankruptcy given how integral the parent is to the project.




- DOE and Its contractors has reviewed Solyndra’s consolidation plan, which calls for $150 milllon in additional
capital to achleve construction completion in Q2 of calendar year 2011 and turn cash flow positive in Q1 2012.
DOE has not, however, sought any independent third party validation of the plan and estimates; they have
sought to assess its reasonableness intemally. They have also not sought any external support from
restructuring specialists over the past few months

- Aswe learned from DOE last week, Solyndra’s investors will be contributing $75 milllon over the next 2 quarters,
during the same time period during which DOFE’s remaining $75 milllon loan disbursements occur. This equity
contribution would be ranked parf passu with DOE's remalning senior debt ($150 miilion). The balance of DOF's
debt $385 would be become “senfor second position,” along with the equity investors’ most recent capital
contribution of $175 milllon, which they put in as convertible debt (and for which they gained rights to
Solyndra’s IP, apparently). Using Original Issue Discount (OID) notes In implementing this re-structuring DOE's
debt ($385m) would be discounted by 30%, the investars’ convertible notes {$175m) are to be discounted by

defaulttoday They hweww!ded thelramlysls. m&m:;emsmsomblebme, although it depends
on the feasibility of the consolidation plan, and various assumptions around the value of Solyndra as a going
concem if It gets the capitat it needs and makes it to 2012. DOE used two different comparable valuation
approaches that led to simitar results ($200 to $300 milllon valuation in 2012), and conclude the government Is
better off restructuring now than letting it default.

- While this may be true, the 1e
Next steps: '

- Review DOE’s legal posttion re

- Determine whether we concul

- Tee upany policy constderatlo

hid have been for the govemment.

his restructuring, January 10.

-tfyau had other notes / take-z

From: Nwachuku, Frances
Sent: Tvesday, December 21, 2010 1:05 PM
Tot Saad, Fouad P. -

©c: Colyer, Kelly T,

Subject: RE: follow up

Find attached the recovery analysls as promised.

Frances



Frances I. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 independence Avenue SW
Washington, DC 20585

From: Saad, Fouad P

Sentr Monday, December 20, 2010 7:07 PM

analysis is contained in the

Yes, It does. Please find attached the [l
It. Happy to send you the

Credit Paper which | am still reviewing gne
portion that contains that information,

Frances

frances 1. Nwachuku

Director

portfolio Managemént

Loan Guarantee Program Office
US Department of Energy

1000 independence Avenue SW
Washington, DC 20585

semrmm e 3 ¢ seree@me m— -

Fmtl:sﬁd,rouadP.
Sent: Monday, December 20, 2010 5:28 PM
'ro'Nwadwlw,Frames
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Ce Cotyar, Kelly T,
Subject: RE: follow up

Hello Frances,
Does tomorrow at 2:30 still work for DOE?

Fouad

From: Colyar, Kelly T.

Sent: Friday, December 17, 2010 5.33PM
To: Nwachuku, Frances

Cc: Saed, Fouad P.
Subject: RE: follow up

Sorry—meant to ¢cc Fouad here.

ad is avallable If I can’t join the call, Should we plan
pnday evening? Does 2:30 Tuesday work for a call?

From: Nwachuku, Frances
Sents Fridey, December 17, 2010 5:20 PM
Tos Colyar, Kelly T.

Subject: RE: follow up
Keily,

Please let me know when you are avalig

By COB Monday, we wil send over the i
will contain our assessment of recoverigs

completion/restructuring. Existing teciibl
default).

Frances

. Frances }. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office

US Department of Energy

1000 Independenca Avenue SW

Washington, DC 20585 .
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From: Colyar, Kelly T.
Sent: Thursday, December 16, 2010 6:57 PM '

- To: Nwachuku, Frances

Subject: follow up
Frances,

Thanks agein for the call eariler this week. | wanted to follow up on a few items. Specifically, do you have the summary
of the proposed revised terms and financial model we discussed?

As | mentioned, we should also discuss the parameters for the revised cost estimate. We will need to wrap this up
before DOE signs the amended loan agreements. We'l need to dig in a little deeper later on the specific cashfiows, but
below are the first order questions we'll need to think through In developing the cost estimate. Specifically, we need
the analysis supponlng the deiermhatlon that the propoaed restructuring would constitute a workout captured In the
3 : loe cansiderations in this determination are whether the
it fwhare the borrower Is not expected to be able to
ng is less than that of default or foreclosure, and

- unds' the proposed and various alternative scenarios

OB istEquity payment to fund the cost overrun fadlity. Are
there othar covenamslmwlremnts for whlch $olyndra Is not in compllance orwhich DOE anticipates the
borrower may not be in compliance? This would helpin thlnl:lng through the particular scenario to modelin this
case, :

Finally, should we schedule the discussion on Beawn for Mondey? Do you have any materials you could circulate for

that discussion? IfoundtheSonndra it O helpﬁdtohavesome
background on that to help guide the dischsiic :

letmelumwlfyoul_meanyqustions buid Mt Biscihss

Thanks.




Proposed Restructuring — Rationale and Design

lnhgmoflhoﬂnmcmlclﬁa.DOBundmookmeﬁmtDmﬂnvaheofSolyndmmdwaMof
scenarios. As noted sbove, as a8 going concern, the Fab 2 facility should be sble g
nppmimatel $200 million of EBITDA annually. Currently, pubholytmdedWoompameg : '

LGt trade at a level of between 8x and 12x EBITDA, which implies a potential Io
valuefmSolyndmdmteouldmhﬂbﬂlm

The short-term assessment, however, is strained. Absent continued funding of the DOE loan, as woll as
the contribution of at least $150 million in new capital, the company faces bankruptcy. In a bankruptoy
scenario, DOE would have to look to its colluteral for any potential recovery. Today, that collateral
eonsmofﬂwmpletadl’abzbulldmgandmesubutoﬂ’abZequipmemﬂmMsbmdehmedtoﬂn
site.

ZFmﬁBudbuﬂdmgmlaboutmmﬂﬁon.-
; Sofyndra’s manufacturing processes could bring on an
A8 nost.Mmmﬂsdmll_y.onecouldmnea

pient has been delivered to the sits. Most of this
il')' used equipment values (including Fitch's
dithe oquipment could have a potential salvage

Through Docember, DOE bas §d
value of betwoen $58 miltion -

m fophs i d glanag
plm.DOBcn‘ookmagohg-commmo n the e i
sale of equipment, ﬂbpmgmmvﬂnﬂmufmﬁmm!mudm?&b!nmlmdinﬂn

- second quarter of 201 1.

Aadhmodinﬂnﬁrﬁpmgmph.mmyheﬁumbmmvmangohgmﬁby
svahuating trading multiples of comparsble companies. Unfortunately, Solyndra’s lack of positive
samings currently makes this estimate tmpossible. One can look at projectsd eamings to make such an
estimate, though the results in Solyndra’s case must be considered cerefully.
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Thus, at a concluded going concern value of between $200 miltion and $300 million in 2011, the recovery

peroentage on the DOE investment of $535 million is between ander the proposed
nstrucmingplmwhzd:allomnewinveamwapmlofﬂs million to be recovered first th a forced
o g o depmmnngmoveryranoflm-
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As of December 2010, DOE has disbursed appraximatiey $460 Million of the $535 Millior

which would reduce the recoverable value by a marginal amount. The analysis also does
Wwhich would be first out or any potentlal work-in-progress/inventory.

August 2009 (Fiitch) .
Estimated Cost Liquidation Vakie
(s%1) Liquidation % - ™)

Bulidingandland § 380 BO% §
Equipment $ 319 10% $ 32
TOTAL $ 898 $ 336
Net of Administrative Expenses (5%) 3 319
Recovery 68%




1/can. The analysis below does not include accrued inferest
1 not Include an estimated $25-$30 million of equity In escrow

December 2010 (DOE)
Estimated Cost , Liquidation Value

($M)- Liquidation % (SAD)
$ 60 50%-100% $30M-360M
$ 275 10%-16% $28M-$41M
$ 335 $58M-101M
$55M-396M

12%-21%

i
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From: ]

Sent: nday, January 03, 2011 3:14PM -
To:

Subject: RE: !oH!ra *&ng UW

That's a good point. Also, If the borrower isn't able to repay under the terms of the restructuring, then a work-out
should not be used. My understanding is that the branch thinks the borrower will default regardless. | don't think this
the point we want to make, but | can see the case for work-out based on R -oint.

(ab) Work-outs meean plans that offer options short of default or foreclosure for resolving troubled loans -
or loans in imminent default, such as deferring or forgiving principal or interest, reducing the borrower's
interest rate, extending the loan maturity, or postponing collection action. Work-outs are expecteg_s_o

minimize the cost to the Government of resolving troubled loans or loans in imminent default. Eie
shaiichly o uites i e ducBE S BArToAvRr Y TR e TR e H e
% Fwpt J X, ; !:I i e ,_ o ROV R S
e AL TE Yo e For post—~1991 direct

s o viisi BT e
loans and loan gugrs e b expedth
estimate of the sulisid : ‘il’”
same as original l’ !' Y

less than the origihs
modification.

are included in the original

sifly Bostt Ifghe effects on cash flow are more or
Bedlinriestimates of the subsidy and are not a

- r M
estiTmies the

Budget Review Division
Policy Analyst, Federal Credit Programs
Office of Management and Budget

From: RSN -
Sent: Monday, January 03, 2011 3:11 M
To:

Subject: Re: Solyndra mtmcwﬂng y

Mods vs. Restructuring canbe a a
S V8 ng gray i U 1

If this restructuring were one that suggested a lower cost to Government, | would see a better case for 8 workout
designation. However, when you look to the definition of a workout (| am paraphrasing), it is a restructuring intended to
result in the lowest cost to government of default. (185.3ab). So, If it effectively costs more to restructure, | would not
consider It a workout. Also, the action here-to ease loan terms, differs from actions assumed In the baseline. The two
pieces combined makes it more a modification to me than a workout.

From: N

To:q
Sent: Mon Jan 03 15:01:57

Subject: RE: Solyndra restructuring update

It seems like this could be viewed as a workout. No imminent default, but the definition of workout aiso covers *troubled
joans.” 1 would fee! differently if DOE were providing additional capltal beyond the existing $535M obligation, but this is
basically easing our loan terms so that Solyndra can aftract new capital to Increase the chances of the project succesding.

350
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Having said this, workouts shouid only proceed If the cost of the workout is less than the cost of default, and that does not
seem to be the case given Kelly's analysis. I'm not sure we have any leverage agalnst DOE if this is a workout and we
disa%re:;bout the cost, other than we would need to approve the costs as included in the current, not-yet-approved
reestimats.

I'm not the expert here, obviously, and | welcome your further thoughts.

From: [l | )
Sent: Monday, January 03, 2011 2:55 PM
To:

Subject: Re: Solyndra restructuring update

Thanks. For what it's worth, this looks like a modification to me. Kelly also forwarded an article that suggests DOE may
have already modified the loan in June (by giving up |P rights), but did not update the cost.

we will have a hard time walling this off on other Title 17 deals, butata

If there Is a policy call to view this differently,
ShbleBo yseihisas SuOPe .;i.‘ on new deals.

T

From: I

Sent: Monday, January 03, 2011 2:44PM
Tozm

Subject: Re: Solyndre ng update

| am headed o the optometrist-should fiol

To:
Sent: Mon Jan 03 13:42:
Subject: Re: Solyndra restru

Let me know i folks think It would be helpful i | Gan talfin at 3:48, Br follo
email from Thursday. | have some aftemoon appts, But can work around them.

LY N

p with any questions you have on my

Kelly's analysls confirms our earller concem that DOE's restructuring could effectively result in higher costs than
liquidation at this point. While it doesn't change my preliminary view on this, note that this is Title 17's first award, and
therefore DOE Is fikely to be very sensitive about optics if it should default.

From!

To

Ce: Lyberg, Sarah A.

Sent: Mon Jan 03 13:15:01 2011

Subject: FW: Solyndra restructuring update

Per my last email.

351
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Budget Review Division
Policy Analyst, Federal Credit Programs

Wi oi Manaiement and Budget

- rm——— - - -~

From: Colyar, Kelly T.
Sent: Monday, Janua
To: N
Subject: RE:

03, 2011 12:40 PM
Saad, Fouad P.; Carroll, J. Kevin

;a restructuring update

| pulled together a quick spreadsheet to look at DOE’s liquidation value analysis. Their numbers on the cost of the
building seemed wildly off to me so | went back to check the original independent Engineer’s Report (February 2009)
and the Fitch Report {August 2009). :

This assumes totaBliqu
also do not know pow

bottom line is thag DOE
cost back in and using |

118 plced), so the iP, Intangibles, etc. are ascribed no value. |

%+ I would be first out {cushioning DOE’s recovery}. The
& assume the correct cost for the building. Adding this
asing, gives a much different recovery estimate in this

scenario than DOR ass§ ) b-p 2%%5). § pbriarily, the recoveries in this analysis are
significantly HIGHER tiargDORRS RSt Nt Yo Srics 1md -,.'ﬂa ‘nroposed restructuring (DOE assumes 25v-291
N OINEr WOras uﬂfﬁ'f’ﬁﬂ sy ! RIBE NG aSSE! '.!.-.Aul_a‘ han restructuring Unaer i DE's proposal,

- W R ; T - T Y

| can confirm this analysis with DOE, but the value of the land and building in my analysis are supported by the
Independent Engineer and Rating Agency reports prior to closing.

H D e ndra 0 10\Solyndra Liquld Comparison.x

Subject: FW: Solyndr restructuring Upate
Attached and below are background for today's 3:45 pm meeting.

Froms Saad, Fouad P. .
Sent: Wednesday, ber 22, 2010 6:01 PM
To: Colyar, Kelly T.; b .

Cc; Carroll, J. Kevin
Subject: Solyndra restructuring update

we had a call with DOE yesterday (12/21) on the Solyndra restructuring, that was informed by the attachmentsto this
emall that Frances sent prior to the call. Beloware some of the key take-aways from my notes:
. See the PPT presentation attached for an update on the company’s status, DOE loan amounts disbursed {5460
out of $535 as of Dec.), background on the consolidation plan, etc.

352
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Next steps:

DOE asserts that this restructuring is a work-out, as Solyndra {the parent) will run out of cash as of January,
2011, and while the project’s finances would at first glance be fine, it would be greatly impacted by a Solyndra
bankruptcy given how integral the parent is to the project.

DOE and its contractors has reviewed Solyndra’s consolidation plan, which calls for $150 million in additional
capital to achleve construction completion in Q2 of calendar year 2011 and turn cash flow positive in Q1 2012.
DOE has not, however, sought any independent third party validation of the plan and estimates; they have
sought to assess its reasonableness internally. They have also not sought any external support from
restructuring specialists over the past few months

As we learned from DOE last week, Solyndra’s investors will be contributing $75 million over the next 2 quarters,
during the same time period during which DOE’s remaining $75 million loan disbursements occur. This equity
contribution would be ranked pari passu with DOE's remaining senlor debt ($150 million). The balance of DOE’s
debt $385 would be become “senlor second position,” along with the equity Investors' most recent capltal
contribution of $175 million, which they put in as convertible debt (and for which they gained rights to
Solyndra’s IP, apparently). Using Original Issue Discount (OID) notes in implementing this re-structuring DOF’s
debt ($385m) would be discounted by 30%, the investors’ convertible notes ($175m) are to be discounted by

However, 1*« & tnul! !! : h L
p {2014 e

1S '.&l‘l‘ f—'." He allowed to eceive first payment pretere celpna

liquidatiod prigr t& Ve } is thight effectively subordinate even DOE's remaining
senlor sedurecs PO Bgtagel t "'__ Lvd it does, and that their counsel (LGP and DOE) had
been invojved RNajd ‘ & rdquested DOE's legal position on this.

: oan documentation, with a capacity limit of
300MW afiticipaty ) =f claims to the IP itself, and indeed the iP was later
pledged to he BuettorsSRheRTovided the L& &% million in capital. DOE’s contemplated
restructuring would pledge this IP fully to DOE. it would also glve DOE recourse to all the assets of Solyndra, the
parent {asses, contracts, iP, etc.).

DOE belleves recoveries that would result from this restructuring would exceed recoveries if the project were to

default today. They have provided thelr analysis. Thelr approach seems reasonable to me, although It depends
on the feasibility of the consolidation, arious assumptions around the value of Solyndra as a going

concern If it gets the capital It IS L 'dMerent comparable valuation
approaches that led to similar 13), and conclude the government is

better off restructuring now th
While this may be true, the ter§

DOE explajns 1§

o9

uld have been for the government.

Review DOE’s legal position re:feigeq
Determine whether we concur thi
Tee up any policy considerations, prior to DOE’s proposed closing date for this restructuring, January 10.

[ if you had other notes | take-aways, please feel free to chime In.

From: Nwachuky, Francsm
Sent: Tuesday, December 21, :
To: Saad, Fouad P. :

Cc: Colyar, Kelly T.
Subject: RE: follow up

Find attached the recovery analysis as promised.
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Frances

Frances |. Nwachuku

Director

portfollo Management

Loan Guarantee Program Office-
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585

From: Nwachuku, Frances
Sent: Monday, December 20, 2010 5:59 PM
To: Saad, Foued P. g F
Cc: Colyar, Kelly T.
Subject: RE: foliow up

overy analysls Is contained in the

Yes, it does. Please find attached the dresEhtagonigny
g 1 ne Bditing it. Happy to send you the

Credit Paper which | am still reviewling 4
portion that contains that informatlon, §

Frances

Frances |. Nwachuku

Director

Portfolio Management

Loan Guarantee Program Office’
Us Department of Energy

1000 Independence Avenue SW
washington, DC 20585

W4
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From: Ct;lyar, Kelly T

————e @ Sm— V-

PO Y ek o e Aty o S NRe ! B

From: Saad, Fouad P.W
Sent: Monday, December 20, :

To: Nwachuku, Frances

Cc: Colyar, Kelly T.

Subject: RE: follow up

Hello Frances,

Does tomorrow at 2:30 still work for DOE?

Fouad

[T S— . or—— S i o (PP o A & P e s+

Sent: Friday, December 17, 2010 5:33 PM
To: Nwachuku, Frances

Cc: Saad, Fouad P.

Subject: RE: folloye

To: 'Nwachuku, Franct
Subject: RE: follg

Frances,

That sounds great. | am hoping to be out part of next week, but Fouad Is avallable if 1 can’t join the call. Should we plaﬁ_
to discuss Tuesday after we have 3 chance to look at the materials Monday evening? Does 2:30 Tuesday work for a call?

From: Nwachuku, Frances
Sent: Friday, December 17,
To: Colyar, Kelly T.
Subject: RE: follow up

Kelly,
Please let me know when you areava felto B 8., & imetbrs of the Fevis@d cost estimate.

By COB Monday, we will send over th u A1tidn to the proposed deal structure and model, it
will contain our assessment of recoveries under two bankruptcy scenarlos - pre-project com pletion and post project
completion/restructuring. Existing technical defaults were walved prior to funding (1 believe that it was just the one

default).

Frances

Frances |. Nwachuku

Director

portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 independence Avenue SW

as5
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Washington, DC 20585

From: Colyar, Kelly T.

Sent: Thursday, December 16, 2010 6:57 PM
To: Nwachuku, Frances

Subject: follow up

Frances,

Thanks again for the call earlier this week. 1 wanted to follow up on a few items.. Specifically, do you have the summary
of the proposed revised terms and financlal model we dlscussed?

As | mentioned, we should also discuss the

parameters for the revised cost estimate. We will need to wrap this up
before DOE signs ante We

'll nged to dig in a little deeper later on the specific cashflows, but
B r Gup: | et .. bugh In{developing the cost estimate. Specifically, we need
the analysis suppgrting the Betefmiriatiorgty ie prapose I estructuring would constitute a workout captured In the

fficdtidn) Typitally, ;Mo,0f the mpiq iderations In this determination are whether the
restructuring ls dgne s ajfesull ¢¥g flerault % imminent getad itiwhere the borrower is not expected to be able to
repay the currengidebt); and whethe; he pdst'of the resteuchring Is Iﬁs than that of default or foreciosure, and

cida? [

SR AREECTIER

1. Doyouha Bna tEnt[aibsse
(e.8., calling default or other altern

2, We understand DOE waived the requirement for the first equity payment to fund the cost overrun facility, Are
there other covenants/requirements for which Solyndra Is not in compliance or which DOE anticipates the
borrower may not be In compliance? Thls would help in thinking through the particular scenario to model in this

case.

Zmaterlals you could drculate for

Finally, should we schedule the discusg
t be helpful to have some

that discussion? 1 found the Solyndra gre it

background on that to help gulde the d)

Let me know if you have any questio ’ :

'ase

Thanks.
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As of December 2010, DOE has disbursed approximatiey $460 Million of the $635 Milkior
which would reduce the recoverable vakis by a marginal amount The anslyais also does

which would be first out. )
- August 2009 {Fitch)
Estimated Cost Liquidation Velue
(sn0) Liquidation % (3M)
Buflding and Land $ 380 80% $ 304
Equipment $ 319 0% $ 32
. TOTAL $ 688 $ 338
Net of Administrative Expenses (5%) $ 319
Recovery Estimate 85%
DOE Loan
(Dom 2010) $460
Mm '. .
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1ioan. The analysis below does not include accrued interest
: not include an estimated $25-$30 miillon of equity In escrow

Decomber 2010 (DOE)

Estimated Cost Liguidation Value
. Liquidation % (s
[} 60 50%-100% $30M-360M
$ 276 10%-15% $28M-$41M
$ 335 $56M-101M
$55M-396M
12%-21%

NRDRITAL
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From; Colyar, T.

gom: . Seh 03, 2011 1:468 PM
[-

Subject: RE:RE:

My thoughts exactly.

To: Colyar, Kelly 7.

Subject: RE: RE:

Must be, | don't remember Solyndra inc having any.converts on their BS.

if this Is the $175M, then Mo-Fo needs to review DOE’s rights concerning this IP asep.

h! nfu say Fraudulent Conveyance?” "Sunyt.:ucan -

Tot Colyar, Kelly T,
Subject: RE
20% of the Fitch report numbers.

The DOE analysis Is missing something, not youl

From: Colyar, Kely T,

Sent: 03, 2011 11:58 AM
m%
Subject

Am | missing something here?
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From: I

Sant 03, 2011 6:27 PM
To:

Co?

Subject: RE: Solyndra mtg readoct

One addition to my notes below. Alex asked where Treasury was on the Issue and Kelly responded that Treasury doesn’t
have a statutary responsibllity here so Is not likely to opine officlally. Alex asked Energy branch to reach out to Treasury
to see If they would agree, at least analytically, that the restructuring is not in the U5G’s best Interest.

Budget Review Division
Policy Analyst, Federal CredRt Programs

-ndmmdadmen{eetbgwnmms:w,mmmmmmmmmmmm
Below Is a readout as well as detalls on follow up deliversblas.

Kelly snd Fouad explained the lssues with DOE's restructuring proposal. Alex seemed to think that iquidating the project
SovaDm! TR s for Jeff Zents and eventually

Jack. The question for Jack would be [ 3 tertrs DR Mt rudtidehrariitireion whether OMB should play an

. active role In these types of decisions. $edand BiSasead Bally to ©rvrEndithe fubardinatic

Richardson at DOE and cc them both,

explined the issue with the lack of ARS

To tee up the proposal for Jeff, Alex asi
following,
1. DOE vs OMB figuldation snalys)
2. Broadereconosmic analysls {expected Value fut
original obligation) .
3. Market analysis {wiil the project be viable upon completion)
4, Subordination {ssues (placeholder for legel)
5. likely iming of default Rmmdlmmma.

ACTION ITEM for CREDIT CREW: BIH Richardson asked If there was precedent for this leva) of intervention In other credit
pmmmlmmﬂndewbnubﬁnmmmeldwsmmm 1 sald thet we'd research some
examples, but | wast aware of any off the'top of my hesd. I'm sure there ara examples in MARAD, RRIF or TIRA where
we've done work-outs which were In the USG’s best Interest, but are there examples where we’ve dons 8 modification
because the restructuring was not In the best Interest of the Government? | know USDA doas routine sdministrative
work-outs In which OMB IS not invoived but the agency assumes some level of work-outs in the original subsidy rate.

[ o3 iet me know if 1 misstated anything. Thanks
. m

Aot pte e P s s ae
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-‘From: Mas, Alex

Sent: Tuesday, January @4, 2611 7:48 PM
To: Mertens, Richard A.

Subject:

Hope this isn’
initial guida

f
UNIULA |

the 1-pager.

T.; Saad, Fouad i’.
ARtksn, Steven D.

From: Mertens, Richard A
gont: Tuesday, January 04, 2011 7:41 PM
ot
Ce:
Subject: FW: Solyndra
Mer mind.
| weses Original Message-----

1 spoke to Jack briefly and have some




Footnote 603, 604
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Janmary 3, 2011
MEMORANDUM FOR ALEX MAS, SALLY ERICSSON, COURTNEY TIMEERLAKE
FROM: °  Energy, Scienos and Water Division, Budget Analysis Branch (Credit Crew), Ecenomic Policy
SUBJECT:  DOE Propesal for Restracturing the Sotyndra Lozn Goarmtee ’
ey L e
Prior to exopating ths revised terms, OMB mmst review and approve the assoctated chngs in cost of 8 lozm, 1t

is unclezr that the DOE proposal would minimize the cost to thé Govetmments, thet the restrueturing s nacessary
credit policy

cesmese

guatantos
by the Federal Financing Bank. DOE hna distansed spproximately $460 million of the loan g3
The nmd disbutesment is soheduled for Jarary,

Solyndra and DOB bejicve that the fmcisl detectn

* A falloe o provide compethive forwand prising for helr pasis whils compatton {yatalie slfcen
mmanum)mpbutymrjmhm" panel e

*  Limited investmont in marketing and sales infrastrecture resulting in significantly lower domend for
. Pprodutt commencing in 2010 wee{ _Delstadi midpy

] Mummsmmwnpmuﬂwwwrsmwwmm
* Lack of new squity to fund operations during ramp-up period (suspended IPO effort in exrly 2010)

DOR believes that Solyndra wilf run aut of cash in January 2010 without continued DOE funding under the lomn
guarmme ad has proposed restructuring the lon guarantee a3 of Jannary 2010,
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 oromt e R 2

suommmwmmssmmuswammmw the debt would be
structured aceonding to the following tems:

&__Seaior Debt of up to 3300 million and Senfor Second Position Debt of $560 million,
» Senior Secured Debt ($300 M): Three tranches that ell have a period of Paid-In-Kind (PTK) hnterest snd *., ] Forcmtteds et Lot ur.m'-u,

S
. T T
*,, | Fermntiad: Suleted + Lavel 2 + Algned at:
Tranche A~ nsudwmmmuy'(mhmzom.mmmwm N (BE T afte: OF + indet ok 0.5

oo n tiqidation prior to Deletadt s

eg $175 M ofhvu'tw'

*  Both loms are restruitmred to geduce the fece vajue (i, e discounted) ot issomnce and secvete
10 full face amount af mpturlty

. mmmmmmmwpqmm

mwsmmunumum»wmvmm nhdumqfa N
borrower s defrnit on either a divect loan or a guaranteed ke, Suborcination increases the risk of fass fo Dalwtedte

2hs Governmeni, since other crediors wowld have 1t i on the bovrower s casis,

hmmwwhmhhmmmuummmﬂs_mm ) )
lm.aww ‘Ml 11mwmmmwmm smmmam)urmms
suthorizing statuts states: ,

1 DOE references the new caphal as both senior debt and equty. amhammﬂhmlw&dmm&nn
senlor dab s Kkely most sppropriate.

2
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SUBORDINATION—~The obltgation shall e suliect o the condtion that the obiigation i mpt subordiase to
other financing,.

i O Prepoie coangey mey ol puffmize recoveries fog e . DOE estimates thet a
ﬁqﬁhﬁnhﬁymﬂdmhhmhgwl”&miﬂumm&hlwdnk
DOR also estimates » going concern valus of Solyndra post restructuring of $200 to $300 million resulting in
mmmwmdmmmummmmmmﬂuuhnmutmﬂmmm

pricrity. Howyver, DOE’s liquidation analysis Jik
)
umm:mmmmmm 7 huwm-ﬂwuj
|  DOE's proposal elso jike il SYEEE L e N —
" r; ‘ - h‘“ 4—q

3

ikely i firdaan
G f I
plan is feasible and that Sob 4"‘

mariet oonsiderations. Hm.uosmmu-uymmmwmhmn
mmm:mwloﬂqmunph'mwgmm pinied

OWWWMM&MWJMMMmMW
Sclyndra hes been unsbie to attract soy new fnvegion - jdid

ﬂmhi&uw mmmmmm
impjementing guidence fn A-11, and should b treated gs a modification.




v
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From: _

Sent: January 04, 201

To: Colyar, Kelly T., Saad, Fouad P.
Subject: : ndra memo; COMMENTS BY 1:00 PLEASE
Attachments: Solyndra Restruchuring - CM_ce.docx

Credit crew comments are in the attached, layered on - (We were already halfway through when Fouad opened the
document, and didn’t went to lase time).

1 don’t know that the last option Is a viable one {require DOE to change terms), since OMB does not have authority to
make decislons for the agency; we only have authority over the casts under FCRA, and coordination responsibllitles,

One option might be to strike the third option, and work it into the first option (modification) as a pro that it would be
captured in the cost if this is found legal, and a con on the second (work-Out), as we would need to engage on the legal
and policy Issues either way.

From: Colyar, Kelly T.

uary 04, 2011 12:06 PM
To: Saad, Fousd P.

gt 3:30. Please send me any edits by 1:00.
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Rnuary 4,2010
MEMORANDUM FOR THE DIRECTOR
THROUGH: Alex Mos

Sally Estcsson
Courtney Timberiske

FROM: Kelly Calyer /[ Deleted con e

SUBIECT: DOE Loan Guarantee for Solyndra

etTLre it the oot 50 _ pnent or & o
tocompleta the project. {t Is 5o not clear thet the proposed tarms are coneistent ith stattory gilils

requirements and Fpderal cradit policies intended to mitigate risks and provect the Rxpeyer. Further, . 3/1// | Deiveads ot
s DOE proposal would subordinate tha DOE loga to new caphta) from existing Investors, whichls | _ 74

1s prtced at » premium In a market with repidly

0ot cover cperating margins. Rt s notclesr
effictency improvements necessaty to Improve

Dafete who wousd grovids sdiiiand eapiast for

;“-:““-T: .:"1 the compeny’s alhy,
ces J
mt'--- j'-:-"' Taatchring o

Investors gnd lis exdsting investors gop only wil f
senior debt L DOE areesto subordinais a sign
\g"'* Deleta prowded thet ey huw At poyment
profisence i Byintin

A i SRR S VIS 4 A B i e
meeCuting the revised terms,

mm.mnmm LS 7% TS U R b 1 RS
resulting cost estimate. Based on OMB's determination, R may lead DOE to take a different spproach to |2, { Deletedks ey —

rasalve Solyndra. '-,&\ Delusnd: besdonlramd

ccmevess

[Eagid

However, ther |s 3 more fundamental s of whether OMB should take s more active policy role with "-‘_ e
DD pel i HEne the fatubs o pel aticwn. CR onuld ask DO

iy Ty | Deloteds M st detanninet the cangs
WY | constuuse s werkeut ora mogiostin
1% | commudation whDOR) OMB sl

51 | Delutuds scmming et e gl quartion on
| rebondastion s reeched,
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<=+ Deletud Wkat rols shouki OMS Wity In these l
sencsineea® ;
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- R, _ SR

From: Colyar,

Sent: L WK?MM 2011 7:60 PM o ’
;:: = Martens, Richard A. ,
anw '

Yes—-the Is fully financed, The wes funded in full prior to and putin
m;umwﬂh:v equly 'ﬁwbrma put in esorow. They have

" The issue isthat the wqedmhmmmnwn the eamﬂhmmmmm

ﬁnhlmbuon counter-party. FY}-Bnansizi condition of ihe parent is fhe number ons fssue | flagged
oo£ mm%mmemmwm%mmm
nnddmﬂuwadh that &t showed no working cspiia),

8o, DOEaroIlhhatRﬂaMmbaﬂwﬂ.Mbmmmw mwmmum
mammbwmmNWnM\mumumaammu 3

the structure they have
'W\ . ¥

From: Carrpll, J. Kevin ' ]
To: * 1

[+ .

Sent: Tue Jari 04 19:35:56 2011 .

Suldact: RE: Solyndn

mwlewmbw '

' m&ad,l’uldl’.

, January 04, 2011 7:05 PN
m Mm .'
omn,'s Kevin;
Sulject RE: Solyndra

| suggest one substantive addition below, Jeff and Alex seemad to be suggesting we make the cholce very explicit; of
m«mwsmmthmwmwmmhu restructuring to proceed,

Fromi Colyar, Kelly T.
Sent: m.umm,msmm

“ To: Mertens, Richard
G Corl 3, v S, v ]

Subjects RE: Solyndre
. o
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Below is a draft. Please let me know ff you have any comments/edits. | have to leave at 6:50, but can incorporate
oommems/edltslmrthlsevenlnsw re-circulate,

DOBplamtommeﬂleSOlyndnSSSSmnlimmmmdumﬁmnmmwmhqmmum
paxent company., DOE belioves that Solyndra will run out of cash in January 201 1 without continaed DOR finding under
the loan guarantes aad has proposed restructuring the loan. OMB staff have concems with the proposal. It is not clear-
mumwmmm&ammmmwmmmmkmwmm
project, Parther, it isnot clear that the proposed terms are consistent with statutory requirements end foderal credit .
policies intended to mitigate risks and protect the taxpayer, Further analysis is needed, but it appoars that & liquidstion of
tho assets today may result in lower costs to Government than the proposed restructuring. The DOB proposal would
subordinste the DOE loan to now capital from existing investors. OMB and DOE ccunsel are reviewing whether the ,f
subordination is allowable under Title 17°s authorizing statute. Subordination is also incensistent with Federal credit
policies under Circular A=129. , —

" Even under restructuring, OMB staff are skeptical about the Jong fenm viability of the ocmpany—bankruptcy and/or

defanlt are a real posaibility since Solyndra’s product is priced at a premium in & market with eapidly declining prices end
mmwsmmmmmmm It is not clear that Solyndma would be able to achisve the

TR & - gagging. Solyndra’s inabllity to attract any new investors in
- ';‘: :'“‘:; '"‘“" ""'"--- & visbility. The existing frvestors who would provide
sstiioy “"‘ “m b dﬂwnqwedmwntumiordeuptwmdthatﬂuy

E “l | ‘ ‘ paﬂmofDOB’slomhmbadimd
s .-'- :,'2,;.-- OMB st wil

i 2 tnd £ mmw::::om:mmm.nmy
hadDOBmhbndﬁuuuwwwMSoM However, sssuming that the legal question on subordination is

resclved, there is & more fimdamontal issue of whether OMB should take a more active policy role with respect to the
wxmm;m;mﬁddmmhmuMMmMMwaﬂqmw
project ingtead of the proposed restructuring. What role should OMB take in these discussions?

" - From: Mertens, Richard A.

Sent: Tuesday, January 04, 2031 4:56 PM
To: Colyar, Kelly T.

Ccs Carroll, J, Kevin; Snd,FouadP.
Subject: FW: Solyndra

I Tt possible to do a very short (Rerally two péragraph summary) note by the end of todsy?

. Romﬂu,Alex

s:m:‘l’usduy Juwlrym 20114.52PM
Tot Martens, Richard
Subject:

Senior staff Is at 9:30-10:00 tomorrow. Could we get a paragraph or.two by then to try to catch Jack after?
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From: Mertens, Richard A,
Sent: Tuesday, January 04, 2011 741 PM . .
To: T.; Saad, Fouad P,
Ce: Altken, Steven D.
Subject: FW: Solyndra
Ne\'rer mind.
" -e---Original Message-----

-From: Mas, Alex

Sent: Tuesday, January 94, 2811 7:40 PM
To: Mertens, Richard A.

Subject:

Hope this isn’ the 1-pager. 1 spoke to Jack briefly and have some
initial guida
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From: Colyar, Kelly T.

Sent: Th January 06, 2011 9:18 AM
To: *

Ce: Saad, Fouad P.
Subject: Re: Solyndra

Sure,

To: Colyar, Kelly T.
Ce: h Saad, Fouad P.

Sent: Thu Jan 96 99:13:17 2011
Subject: RE: Solyndra

I'm booked untfl\: i tfen? [ ovt this am.

----- Original
i Wex referenced?

From: Colyar,

To:
Subject: Re:

I'11 call you &¥

----- original Message -----
From: :

To: Colyar, Kelly T.; Saad, Fouad P.; —
Sent: Thu Jan 06 ©8:45:00 2011

Subject: Solyndra

Just checking in...wWhat was th



